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PROCEEDI NG

CHAI RVAN BURACK: Good norning, | adies
and gentlenmen. W are here today for a public neeting of
t he New Hanpshire Site Evaluation Conmttee. As many of
you al ready know, the Committee is established by RSA
162-H. The nenbership of this Commttee includes the
Commi ssioners or Directors of a nunber of State agenci es,
as well as designated senior personnel fromvarious State
agencies. In just a nonent, |'mgoing to ask the nenbers
of the Subcommittee who are present at this neeting to
i ntroduce thenselves. | wll point out that Comm ssioner
Aifton Below, of the Public Uilities Comm ssion, wll be
joining us a little later this norning. Also, to ny
immediate right is Attorney M chael [|acopino, who serves
as | egal counsel to the Commttee for purposes of this
proceeding. And, | just want to rem nd everyone here that

it would not be appropriate to have what we would call "ex
parte conmmuni cations” regarding the subject matter of this
proceedi ng with individual Commttee nenbers. |f nenbers
of the public or the press have questions about the
proceedi ng, | would ask that those be directed to Attorney
| acopi no.

So, with that, I would ask that the

menbers who are present today please introduce thensel ves.

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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| apol ogi ze that we do not have the nanme placards here
today. So, please start here on the right.

DIR STEWART: Harry Stewart, Departnent
of Environnmental Services, Water Division Director.

DR MJZZEY: Elizabeth Miuzzey, Director
of the Division of Hi storical Resources and the Departnent
of Cultural Resources.

DR MORIN  Joanne Mrrin, Director of
the Ofice of Energy & Pl anni ng.

DIR SCOIT: Bob Scott, Director of the
Air Resources Division with the Departnment of
Envi ronnment al Servi ces.

CHAI RMAN CGETZ: Tom Getz, Chairnman of
the Public UWilities Comm ssion and Vice Chair of this
Commi ttee.

CVSR. | GNATIUS:  Any Ignati us,

Comm ssioner with the New Hanpshire PUC

DIR SIMPKINS: Brad Sinpkins, Division
of Forests & Lands.

CMSR. BALD: George Bald, with the
Depart ment of Resources & Econom c Devel opnent.

MR HARRI NGTON: M chael Harrington, New
Hanmpshi re PUC.

CHAI RMAN BURACK: Again, ny nanme is Tom

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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Burack. | serve as Commi ssioner of the Departnent of
Envi ronnental Services, and, by statute, | also serve as
Chai rman of the Site Evaluation Commttee.

Qur agenda today involves only one item
whi ch is an adjudicatory hearing in Docket Number 2011-01,
Joint Motion of Laidlaw Berlin BioPower, LLC, and Berlin
Station, LLC, for Transfer and Amendnent of a Certificate
of Site and Facility issued to Laidlaw Berlin Bi oPower,
LLC, and Notice of Change of Major Contractor. Let ne
provi de sone brief history here.

On Novenber 8, 2010, the New Hanpshire
Site Evaluation Commttee, referred to as the "Comm ttee",
issued a Certificate of Site and Facility, which we refer
to as the "Certificate", to Laidlaw Berlin Bi oPower, LLC
for the siting, construction, and operation of a 70
megawatt bi omass fueled electric power facility located in
Berlin, Coos County, New Hanpshire, which we refer to as
the "Facility".

On March 9, 2011, Laidlaw Berlin
Bi oPower, LLC, and Berlin Station, LLC, we wll refer to
these entities going forward as the "Joint Applicants",
filed a Joint Motion to Amend the Certificate, to transfer
the Certificate to Berlin Station, LLC, and to notify the

Commttee of a change in mgjor contractors, and this is

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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what we refer to as the "Joint Mtion". The Joint
Applicants propose to transfer the Certificate to Berlin
Station, LLC. Berlin Station, LLC, is a special purpose
entity, whose nenbers are BBP Hol dings 1, LLC, 99 percent,
and BBP Hol dings 2, LLC, 1 percent. BBP Holdings 1, LLC
iIs an indirect subsidiary of NewCo Energy, LLC. BBP
Hol dings 2, LLC, is a subsidiary of CSC G oup Hol di ngs,
LLC. Berlin Station, LLC, intends to execute a right of
use agreenment with Burgess Bi oPower, LLC, an indirect
subsi di ary of NewCo Energy, LLC, permtting Burgess
Bi oPower, LLC, to | ease and nmanage the Facility and al
certificates, |licenses and contracts pertaining thereto.
In addition, the Joint Applicants seek
to anmend the Certificate to permt operation at
75 nmegawatts, rather than 70 negawatts. The increase in
output is asserted to be achi eved through design
efficiencies and will not require additional fuel. The
Joint Applicants further request that the Certificate be
anended to permt a change in the fuel supply contractor.
Transfer of the Certificate and
anendnents to the Certificate are required to be approved
by the Commttee pursuant to RSA 162-H  The Conmittee's
authority to approve or deny the proposed transfer and

anendnents is set forth at RSA 162-H: 4, 162-H:5, |, and

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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New Hanpshire Code of Admi nistrative Rules, Site 203.

Notice of this proceeding was issued on
May 2, 2011, as part of our Order on Mdtions to Intervene
and Further Procedural Order. The Order of May 2, 2011
was posted at the Departnent of Environnmental Services, at
the Ofice of the Public Uilities Conmm ssion, and on the
Commttee's website in accordance with RSA 91-A. The May
2, 2011 Oder was also distributed to all parties of
record and the service list in this docket.

The public will be represented in this
proceedi ng by duly appoi nted counsel for the public, K
Al l en Brooks and Peter Roth, both are Senior Assistant
Attorneys General. The Joint Applicants are represented
by Barry Needl eman and Cat hryn Vaughn, from MLane, G af,
Raul erson & Mddleton. The Gty of Berlin is represented
by Peter Van Oot, of Downs, Rachlin & Martin. Edrest
Properties, LLC, is represented by its managi ng nenber,
Jonat han Edwar ds.

In this proceeding, we will first take
appearances. The Joint Applicants will then present their
wi tnesses, along with any prefiled testinony and exhi bits.
It is ny understanding that the Applicant will present
three witnesses in this proceedi ng; Mtthew Eastw ck,

Raynond Kusche, and Ross D Elia. The direct testinony of

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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t hese witnesses has been prefiled. After -- | think we

have an agreenent that we're going to hear all these

Wi tnesses sitting on a single panel. And, so, what we
W ll do is to have each witness adopt his pretrial
testinony, and then we will proceed to cross-exam nati on.

Cross-exam nation first by Counsel for the Public, and I
believe that wll be cross-exam nation of all the

w tnesses. This is the way we wish to proceed. And,
then, cross-exam nation by the Cty of Berlin, and then
cross-exam nation by Edrest Properties, LLC

It is my understandi ng that Counsel for
the Public, the City of Berlin, and Edrest Properties have
not filed any testinony and do not intend to present any
W t nesses.

Once the Joint Applicants have rested
their case, we will then hear closing argunents, public
coment, if any. And, if tinme permts, the Conmttee may
deli berate on the nerits of the Joint Mdtion. It is ny
current intention to close today's proceedings not |ater
than 4:00 p.m | wll note that |I'maware of at |east one
nmenber of the Commttee who will have to | eave here at
approximately 2:30 to attend a neeting downtown and then
return. So, we're just going to have to see how things

progress here. | also anticipate that we will take a

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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11

| unch break here, probably sonetinme between approxi mately
12: 00 and 1: 00.

Il will remind the parties that the
issues in this docket are limted to the matters raised in
the Joint Motion. This is not an opportunity to
re-litigate the i ssuance of the Certificate of Site and
Facility.

So, wth that, I would ask that we now
pl ease have the appearances. Attorney Needl eman, would
you wish to start.

MR. NEEDLEMAN: Barry Needl eman, from
McLane, Graf, Raulerson & M ddleton, for the Joint
Applicants. And, with ne is ny coll eague, Kate Vaughn.

CHAI RMAN BURACK: Thank you. Counsel
for the Public.

MR. BROOKS: Allen Brooks, Counsel for
the Public. And, M. Chairman, if | nmay, |ooking at the
agenda, the Counsel for the Public would prefer to go
last, in ternms of cross-exam nation, rather than first.
Not after the Commttee, but after the other, Edrest
Properties and the Gty of Berlin, to the extent that that
exam nation is there.

CHAI RMAN BURACK: Ckay. |'d be happy to

accommopdate that. Gkay. Counsel for the Cty.

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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MR, SCHNI PPER.  Peter Van Oot is not
here today. |I'm Merritt Schnipper, on behalf of the Cty
of Berlin, fromthe Downs, Rachlin & Martin, PLLC, firm

CHAI RVAN BURACK: Thank you very rmuch,
Attorney Schnipper. | apologize. | saw you there, and I
was | ooking around quickly to see if Attorney Van Qot was
here as wel | .

MR SCHNI PPER. He just got younger.

CHAI RVAN BURACK: Very wel | .

M . Edwards.

MR. EDWARDS: Jonat han Edwards, on
behal f of Edrest Properties, LLC

CHAI RVAN BURACK: Very good. Thank vyou,
al | .

MR ROTH M. Chairman, Peter Roth for
Counsel for the Public.

CHAI RMAN BURACK: Thank you. There is
one itemthat | amgoing to ask Counsel for the Joint
Applicants to address now, sinply to provide us all wth a
status report on the Power Purchase Agreenent and
proceedi ngs before the Public Uilities Conm ssion on that
matter. |If you could do that for us, Attorney Needl eman,
and then we will have the witnesses sworn and we'll begin

wth the presentations of the w tnesses.

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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13

MR NEEDLEMAN: Sure. | think you have
what we've marked as "Exhibit 1". As the Commttee's
probably aware, on April 18th, the Public Uility
Commi ssi on i ssued an order on the originally proposed PPA
conditionally approving it, subject to certain changes
bei ng made. The Joint Applicants worked with Public
Servi ce Conpany of New Hanpshire over the course of the
| ast nonth to nake those changes consistent with what they
bel i eve the PUC was seeking. And, they have revised that
PPA. And, ny understanding is that the copy of Exhibit 1
that you have is what is being filed this norning by PSNH
with the PUC. And, the Parties believe that that docunent
is now consistent with all of the requirenents of the
PUC s April 18th order. And, we are prepared, if
necessary, to discuss that docunment today, to the extent
that it bears on any issues in this proceeding.

CHAI RVAN BURACK: Thank you. But could
you al so hel p us understand what your understanding is of
what the proceedi ngs before the PUC will be fromthis
point forward with respect to this PPA?

MR, NEEDLEMAN. | don't have crystal
cl ear understanding of it. M belief is that, if the --
my belief is that the docunent that we submitted to the

PUC is conpletely consistent with all of the changes that

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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it wanted to see. And, as a consequence, | believe that
t he Conm ssion conditionally approved this docunent as
described in its order if it finds that it's consistent.

| don't know precisely what the Conm ssion is going to do
fromthis point forward, in terns of making that

determ nation, but that's how | understand it wll occur.

CHAI RVAN BURACK: Is it your
understanding that, if this PPA is subsequently approved,
this anended and restated Power Purchase Agreenent is
subsequent |y approved by the Public Uilities Comm ssion,
that there would then be a subsequent filing here with the
Site Evaluation Commttee for a nodification of the
Certificate, to be able to anend the Certificate to
recogni ze this anmended and restated PPA?

MR, NEEDLEMAN. W can do it that way,
if the Commttee would like it done that way. W can al so
represent that, if this docunent is approved, that it
could be wapped into this proceeding today, if the
Commttee would like to do it that way.

CHAI RVAN BURACK: | think what we'll
have to do, and we'll discuss this further later, we're
going to have to | ook at the language in the Certificate
as it was originally granted, to see if that process that

you' ve descri bed woul d be workabl e or not.

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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MR, NEEDLEMAN:. Ckay. And, we're happy

to work with the Comm ttee however you want to do it.
CHAI RVAN BURACK: Thank you. Ckay.
Coul d we now take the oath fromthe w tnesses.
(Wher eupon Matthew Eastw ck,
Raynmond Kusche, and Ross D Elia were
duly sworn and cauti oned by the Court

Reporter.)

CHAl RVAN BURACK: Thank you. Before we

start presenting the witnesses, | was just rem nded that

we did receive a Mbtion for Protective Order -- Mdtion for

Protective Order and Confidential Treatnent, just | ooking

for a copy of that docunent. Please bear with us for just

a nmonent. There is an order that will be issued today on

Motions for Protective Order and Confidential Treatnent
with respect to the interconnection request and the fuel
supply agreenent, which will approve that notion. So,
that wll provide that, if we -- if it becones necessary

for us to ask questions about matters specifically

relating to those docunents, that we would need to go into

a cl osed session for purposes of considering those.

MR | ACOPINO And, M. Chairman, that'

the notion as filed on March 9th and the notion fil ed on

May 11lth that you' ve granted, is that correct?

S

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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CHAI RMAN BURACK: That is correct. And,
agai n, our understanding is that no party has objected to
ei ther of those notions.

Wth that, Attorney Needl eman, woul d you
like to present your w tnesses.

MR, NEEDLEMAN:. Yes. Thank you, M.
Chai r man.

MATTHEW EASTW CK, SWORN
RAYMOND KUSCHE, SWORN
ROSS D ELI A, SWORN
DI RECT EXAM NATI ON
BY MR NEEDLEMAN:
Q "1l begin with M. Eastwi ck. Can you pl ease state
your nane and busi ness address for the record?
A (Eastwi ck) Matt Eastwi ck, One Cate Street, Portsnouth,
New Hanpshi re.
Q And, M. Eastw ck, there was prefiled testinony filed
wth the Joint Motion by Keith Miueller in this case.
Do you recall that?
A (Eastwi ck) Yes.
Q And, then, subsequent to that, we filed notice with the
Committee that you would be substituting for
M. Muieller and we provided your resuné. Do you recal

t hat ?

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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(Eastwi ck) Yes.

Focusing on that prefiled testinony that you will now
be adopting for M. Mieller, | understand that there
are two additions you have to that testinony, is that
correct?

(Eastwi ck) Yes.

And, one is wth respect to the Exhibit 1, the PPA that
was filed today. And, | understand that you're
prepared to discuss the financial inplications of that
revised PPA, is that correct?

(Eastwi ck) Yes.

And, then, the second addition related to what |
believe is Exhibit 2, the Laidl aw Advi sory Boar d.

Coul d you descri be that change pl ease?

(Eastw ck) The change to the Laidl aw Advi sory Board?
Correct.

(Eastwi ck) There are three nenbers of the Advisory
Board: M chael Ferree, M chael Loul okis, and Chuck
G ecco.

And, ny understanding is that M. Ferree and

M. Loul okis were original nenbers of the Board from
the first proceeding, and that M. Gecco has now been
substituted for M. Mieller, is that correct?

(Eastwi ck) Yes.

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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MR. NEEDLEMAN: Ckay. And, the
Commi ttee has Exhibit 2, which highlights that
substitution. And, | believe all the parties previously

recei ved that.

BY MR NEEDLEMAN:

Q

Then, subject to those additions, do you adopt and
swear to the prefiled testinony as your own?

(Eastwi ck) Yes. Yes, | do.

Thank you. Let nme nove on to M. Kusche. Could you
state your nanme and busi ness address for the record

pl ease?

(Kusche) My nane is Raynond Kusche. M busi ness
address is One Cate Street, Portsnouth, New Hanpshire.
And, you also had prefiled testinony filed wth the
original application on March 9th, is that correct?
(Kusche) That's correct.

Do you have any changes or additions to that prefiled
testi nony?

(Kusche) | do have one addition. And, that relates to
t he di scussi on about the System I npact Study and the

| nt erconnecti on Agreenent wi th | ndependent System
Oper at or - New Engl and, | SO New England. Since | filed
ny original testinony, we have progressed to the point

where we now have a Final Draft Stability System | npact

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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Report from I SO New Engl and, which we received on My
16th. And, the results of that study indicate that
there will be no adverse inpact to the transm ssion
system for adding the 9.1 negawatts of gross capacity,
whi ch we request ed.

And, the next steps wll be, we wll
have a neeting with | SO New Engl and and PSNH to revi ew
the report. W have accepted the results of the
report. So, follow ng that neeting, which wll take
place within ten days of May 16th, we will then nove
forward. The report will be sent to the Reliability --
first, two task forces at |1 SO New Engl and where it wll
be reviewed and I'mtold accepted. Then, it wll go to
the Reliability Commttee at | SO New Engl and, where
amtold it will again be accepted and approved. And,
we will then, actually, on a parallel path w th what
| SO-New Engl and is doing internally, we will be
anmendi ng the exi sting interconnection agreenent between
Lai dl aw Berlin Bi oPower, | SO New Engl and, and PSNH, to
anend it to include this negawatt i ncrease.

Subj ect to those additions then, do you adopt and swear
to the prefiled testinony as your own?
(Kusche) Yes, | do.

Let me nove on to M. D Elia please. Could you state

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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your nane and busi ness address for the record.
(DElia) My nane is Ross D Elia, President of HHP, at
14 Buxton Industrial Drive, Henni ker, New Hanpshire.
And, M. D Elia, you had prefiled testinony filed with
the original application, and then recently you al so
subm tted supplenental prefiled testinony. Do you
recall that?
(DEia) | do.
And, are there any changes or additions to that
prefiled testinony at this tine?
(D Elia) There is none.
And, then, do you adopt both the original prefiled
testinony and the supplenmental prefiled testinony as
your own and swear to it?
(D Elia) | do.
MR, NEEDLEMAN: Thank you. M.
Chai rman, nothing further at this tine, and the w tnesses
are avail abl e for exam nati on.
CHAI RVAN BURACK: Very good. Thank you
very much. Attorney Schni pper.
MR, SCHNI PPER.  Thank you, M. Chairman.
Just a few questions --
(Court reporter interruption.)

MR SCHNI PPER: |'m sorry.

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}
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CHAI RVAN BURACK: And make sure your
m crophone is on.

MR. SCHNI PPER.  Can you hear ne now?
How s that? Al right.

CROSS- EXAM NATI ON

BY MR SCHNI PPER:

Q

Just a few questions first for M. Eastw ck, and I

apol ogi ze for asking questions fromthe back this way.
So, Attorney Needl eman just said that you were in a
position to discuss the PPA as submitted this norning.
| know that the financing, the project financing is
conti ngent upon the | enders being satisfied wth the
PPA as approved, is that correct?

(Eastwi ck) Yes.

And, have the | enders had the opportunity to review the
ternms under which the PPA was subnmitted this norning?
(Eastw ck) Yes, they have.

And, so, within the -- kind of the "as revised" PPA
they feel confortable with the cash flow for the
project that that would provide?

(Eastwi ck) Yes.

Al right. Mving on to the question of the New Market
Tax Credits. And, as | understand fromyour prefiled

testinony, the change in corporate structure that's one
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of the proposed amendnents here is necessary in order
to qualify for the New Market Tax Credit Program is
that still accurate?

(Eastwi ck) Yes, it is.

And, last summer at the certificate hearings,

M. Bartoszek testified that "although the Project
could go forward wi thout the New Market Tax Credits,
that there would still be enough equity and debt

avail able to nove the Project forward that, basically,
it was nice to have as nmuch avail abl e funds as possible
for this Project." Is that still an accurate

st at enent ?

(Eastwick) Yes, it is.

And, if this anmendnent is denied, wll the possibility
of New Market Tax Credit funding for this Project

di sappear ?

(Eastw ck) Wi ch anendnent are you referring to?

" msorry. The anendnent -- the sub part of the
amendnent that's proposing to anend the Certificate to,
you know, have the new corporate structure in place. |
guess what I'msaying is, if this anmendnent is denied,
will the New Market Tax Credit funding dry up?

(Eastwi ck) Well, the best way to answer that question

I's, we've structured our organi zati on and our corporate
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entities to accommopdate New Market Tax Credit

al l ocatees. So, we could find other ways to
accommodate them But we think this is the best way.
Al right. Thanks. Then, | just have a few questions
for M. DEia. M. DElia, in your pre -- in your
suppl emrental prefiled testinony, you discussed, in the
response to the question about staffing the Project,
you tal ked about neeting with | andowners, both to
obtain wood contracts and to engage in a period of
education that would assist | andowners or | guess small
busi ness people in sort of determ ning what equi pnent
t hey should purchase in order to participate in

suppl ying the wood for this Project and to deci de,
guess, if they wanted to engage in that. Could you
give a few nore details about what that education
process woul d be |ike?

(DEia) Wll, the -- what |I'mtal king about is the

| andowners, but, nore specifically, the wood
contractors, who wll have to nake substanti al

I nvestnents in machinery. And, so, they wll need
encour agenent to go out there and nmake those

i nvestnments. So, because of the plant, of the
consunption that it's going to be using, the vol unes,

and the years that it wll be using that consunption,
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we are, you know, hopefully encourage themto nake

t hose investnents.

And, | guess, will the role of RCT be to basically kind
of informthem of the nature of the business
opportunities that are there if they nmake these

I nvestnments? WIIl it be to assist themin
under st andi ng exactly what equi pnent is needed, you
know?

(DEia) Yes. It will be alittle bit of both. You
know, we will definitely help themto make the choices
of what size equi pnent to have, you know, not to -- to
make sure they don't get, you know, over their head
buyi ng too nmuch machi nery and have too nuch of a
capital cost. But, you know, there is a workforce up
there now that is supplying the pul pwood industry.

And, so, there is sone nodifications for equi pnent,
exanpl e, chippers that they would have to buy to
produce these whol e tree chips.

Now, | know you're not in a position to comment on the
Cousi neau busi ness structure or their particular

busi ness as opposed to your own. But one of the things
that M. Ri chnond, when he testified, really stressed
was the idea that, you know, this increased demand and

t he presence of this new facility in Berlin was goi ng
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to encourage many people, who had either, you know,
st opped | ogging tenporarily, gotten out of the
busi ness, to get back in. Is that sonething that you
feel will, you know, is going to happen regardl ess of

who the supplier is? And, | guess, specifically, ny
question is, given the facts that it seens that you
have a very nmuch nore integrated North Country
operation than Cousineau had. And, |I'm wondering to
what extent, the fact that you have a very integrated
operation up there, you think will reduce the demand
for sort of new entrants into the market?

(DElia) No. W definitely need the existing suppliers
that are supplying both to sawmlls and the pulpmlls
now to upgrade and expand. And, we're going to need a
| ot nore suppliers that have pretty nuch di sappeared
since the Berlin and the plant in Northunberland shut
down, the Groveton paper mll shut down. So, we're
going to need all of that.

And, then, of course, the other fact is
that, on the | andowner base, we basically want to
encourage themto hire foresters to do forest
managenent plans and "put sonme paint on the trees", as
t hey say, to encourage, you know, stunpage sales, and

to -- and, so, that's another big thing that we have to
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do before the plant even begins to open. W have to
get stunpage bought so that the wood supply is secured,
and al so encourage the operators to upgrade to have the
machi nery to do the job.

So, you anticipate a significant anmount of new purchase
locally to fuel this Project?

(D Elia) Yes. Because of the value of the product, be
It bionmass whole tree chips, you want to use -- to be
working in as close proximty to the plant as possi bl e.
Now, you have two facilities | believe within about 15
mles of Berlin. Can you say -- is there a way that
you can say what percentage of the fuel that would go
to Berlin would conme basically from you know, product
that's basically waste product now from your other
operations, if any?

(D Elia) You know, there may be sone bark fromthe
Mlan facility. And, you know, occasionally there may
be sonme bark fromthe Shel burne facility. But that
bark is owned by NewPage. And, NewPage has a bark
boiler, so they may be burning that as well. So, |
woul dn't count that as a fuel source on a continuous
basis. But the Mlan facility generates about five
trailer | oads a day of bark, so that could end up in

Berl i n.
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Ckay. Now, in your prefiled testinony, you discussed
how you woul d staff the facilities, specifically there
was sone -- there would be staff for exam ning --
basically exam ning the | oads that cane in and
coordinating deliveries. Do you anticipate those being
new hires in the area or are those people who are
already with your conpany who will be noved?

(D Eia) Ch, no. They would be new hires.

And, as far as the backhaul operations, and, again,
this may be asking you to comment on the Cousineau
busi ness that you may not have any know edge about,
but, you know, | know that you're backhaul i ng out of
Canada as well, and | don't recall if Cousineau really
was. But is there any way to estinate what percentage
of the fuel will be com ng through backhaul s?

(D Elia) The backhaul scenario would be -- presently,
we' re hauling bark out of Canada, out of northern

Mai ne, and out of M| an, down to our Brenton --
Brentwood yard, which is a bark processing yard for the
mul ch business. And, presently, those trucks are

com ng back to our Henni ker facility, picking up pulp
chi ps, and goi ng back to various paper conpanies. So,
that's already in place. And, we're going to -- we

pl an on having sone off-site storage, naybe at
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Brent wood, maybe at ot her yards, to backhaul into the
Berlin Station, especially during nmud season. So, that
woul d be how it would work.

So, there's really no way of saying, kind of, | guess,
wi t hout knowi ng the conditions on the ground from
day-to-day, what percentage of the fuel would end up
bei ng backhauls from farther away?

(DEia) No. And, | wuld say it would probably be a
hi gher percentage in the spring conditions, in the
fall, nud conditions. But, again, for economc

pur poses and so forth, the mpjority of the wood we hope
to get out of Coos and Grafton County.

Ckay. One final question. You discuss in your
testinony that your personnel will be tracked,
basically exam ning | oads, and | assune tal king with

| oggers as well, to ensure that sustainability
conditions and other certificate conditions were

basi cally being obeyed in the harvesting. Can you just
talk alittle bit nore about what the procedure is for
determ ning conpliance? 1Is it basically just kind of
an honor systemor is there kind of, you know, visiting
to the sites of harvests that you woul d do?

(DEia) well, it would start with the contract with

the supplier. The supplier would have to sign a
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sustainability contract, pretty much |ike we are, RCT
has to signed with Laidlaw. And, so, they would have
an under standi ng of what's going to be expected, you
know, and what -- their operations, in order to procure
their wood. And, again, this is what's going on now.
Wien they're supplying roundwood to the pul p and paper
conpani es, they all have sone sort of sustainability
clauses in their contracts. So, this is not sonething
new that the operators have to adjust to. This is sort
of a course of business.

And, to expand on that, if a jobber is
doing a job, like on a state job or even a federal job,
and even on private | andowners, there are foresters
overseei ng the day-to-day operations. And, on top of
that, you have forest rangers going in there to check
to make sure that, you know, best managenent practices
are going on and they're not, you know, abusing the
site. On top of that, when the wood cones in, the wood
I's going to be scheduled to cone in, and each operator
w ||l have an estinmated volune to deliver on a weekly
basis. And, along with that will be that information
is, when he weighs in, part of it will be the nanme of
the operator, the trucker, where the lot -- where the

wood cane from the |andowner, and in that wll be, you
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know, whether it was a nmanaged forest -- a nmanaged | ob,
be it a forester oversight, there will be a |lot of
i nformati on put down in the data so that we coul d
record how t he wood is being produced, where it's
com ng from
And, when you reviewed the Laidlaw sustainability
condi tion, how would you say that conpares to the other
condi ti ons under which your conpany and ot her | oggers
that you buy from are working?
(D Elia) You know, it's a bit nore specific. But it's
-- being that, you know, it lists nore specific
prograns, |ike the Professional Loggi ng Program or
whet her the wood is comng off a tree farmor an FSC
job -- or an FSI |and base. But, it's -- basically,
they're the sane in that, you know, that the wood is
being -- the job is being done in a way that it's not
detrinmental to the |and.
MR SCHNI PPER.  All right. Thank you.
M. Chairman, | have nothing further.
CHAI RMAN BURACK: Thank you very nuch,
Attorney Schni pper. M. Edwards.
MR EDWARDS: | do have a few gquestions
for M. Eastwick. And, | would --

(Court reporter interruption.)
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MR EDWARDS: | do have a coupl e of
questions for M. Eastwick that | would probably suggest
are of a confidential nature, and I would |ike to save
those. But | do have sone questions for M. D Elia that |

would i ke to ask of him

BY MR EDWARDS

Q

M. DEia, in your testinony, | believe you stated

t hat Lai dl aw woul d not create conpetition for Runford,
Mai ne' s NewPage facility. Could you el aborate on that,
on that testinony?

(DEia) Wll, Laidlaw will be conpetition because of

the size of it for everybody in the forest products

I ndustry, whether you are a pulpmll, sawm |l or

anot her wood-fired facility. Just inits -- again,
because of its size. And, | would say that, as the

pl ant goes al ong through the years, it will beconme nore

benign of a threat or a conpetition to the other
facilities, because the infrastructure wll be built
around, closer to the Laidlaw facility to supply it
w t h bi omass chi ps.

But, again, what's critical is that the
operators in the Coos/Gafton County know ahead - -
ahead of tine to make those investnents for the

machi nery, and, again, that the forest plans are drawn
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up and the wood is designated to be chipped so that
there isn't a big shock to the system

Did you receive a copy of an email recently sent by
NewPage to the New Hanpshire Site Evaluation Commttee?
(D Eia) | did.

Ckay. What exactly is NewPage pointing to in that

email of concern to them in ternms of what wood woul d
create conpetition for NewPage?

MR. NEEDLEMAN: M. Chairman, before he
answers, |'d just |like to note sonething for the record.
M. DEia filed his supplenental testinony in part to
make the point that he was in concurrence with various
things that M. Richnond said for Cousineau in the
original proceeding. And, if you |look at that transcri pt
frombDay 3, the AAM Session, at Page 73, M. Richnond was
asked these precise questions about NewPage, he answered
them and M. D Elia was sinply indicating that he agreed
with M. R chnond.

And, so, I'mnot objecting to the
question. But | would just like it noted for the record
exactly how that testinony canme to be and what the purpose
was.

CHAI RMAN BURACK: Thank you. It is so

noted. M. Edwards, can you repeat your question?
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MR, EDWARDS: Yes. | had asked
M. DEiaif he received a copy of the email recently
sent by NewPage, and he indicated that he had. And, then,
| asked "what concern was there in that email regarding
the type of wood that would create conpetition for the
NewPage m || ?

CHAI RVAN BURACK:  You may proceed to
answer, M. D Hia.

BY THE W TNESS:

A (DEia) Yes. | don't know exactly what NewPage's
concern woul d be specifically. You know, |I'mnot in
their procurenent program per se, in-house. So, |
wouldn't -- | can't answer that.

BY MR EDWARDS

Q In that email, did you notice that the concern centered
around, and, actually, the person that sent that enuil
had placed in capital letters, that the concern was
that the Laidlaw facility was to be utilizing the sane
type of wood capitalized as "roundwood and tree tops",
ot herw se known as "pul pwood”. Wuld you agree that
that was the concern that that particular enail was
f ocusi ng on?

A (D Elia) Yes.

Q Being that you're involved with Carrier, and Carrier

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS PANEL: Eastwick~Kusche~D'Elia]

34

furni shes the yard for NewPage, can you el aborate on
how many direct and indirect jobs NewPage produces in
New Hanpshi re and Mai ne, and woul d you agree that that
nunber coul d possibly reach into the several hundreds?
(DEia) I can't give you the nunber of jobs that
NewPage hires in New Hanpshire and Maine. | have no

| dea what that nunber is.

The study done by LandVest for Laidlaw of wood supply
stated that there is insufficient volune of wood within
a 75-mle radius of Berlin. And, the proposed pl ant
woul d need to draw froman area of 100 mles in order
to get sufficient wood to supply the plant. Do you
agree with this assessnent?

MR NEEDLEMAN: M. Chairman, |'m going
to object at this point. The LandVest study pertained to
wood availability. That's not an issue in this
proceedi ng. That was previously decided by the Commttee.

MR EDWARDS:. Your Honor, |'mjust
trying to focus on distance.

CHAI RVMAN BURACK: "Trying to focus on
the issue of distance", you said?

MR, EDWARDS: Yes.

CHAI RVAN BURACK: One nonent pl ease.

(Chai rman Burack conferring with M.
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| acopi no.)

CHAI RVAN BURACK: M. Edwards, can you
just elaborate for us howit is you see this relating to
the issue of distance?

MR. EDWARDS: | think ny concern centers
on the fact that there is an index that is tied to another
facility that's of concern due to distance, due to the
econom c inpact that this could have. And, |I'd just |ike

to ask a few questions on followup of that.

CHAI RMAN BURACK: |'m going to go ahead
and allow you to ask the questions and we'll see what
responses they're able to provide. And, we'll ultimately

make a determ nation as to what weight or rel evance these
questions have to the issues that are before the Conmttee
at this time. But, go ahead, proceed and ask your

guesti ons.

BY MR EDWARDS

Q

So, I"'mcurious, M. DElia, do you agree with that
assessnent ?

(D Elia) Maybe you want to repeat that.

Sure. The study done by LandVest for Laidlaw and the
wood supply stated that there's insufficient wood,

vol une of wood within a 75-mle radius of Berlin, and

t he proposed plant would need to draw from an area of
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100 mles in order to get sufficient volune to supply
the plant. [|I'mjust curious if you' d agree with that
assessnent ?

(DEia) | read the Laidlaw -- the LandVest report, but
| have no way of verifying whether it's correct or not.
Woul d you agree that the 100-m | e area includes nost of
t he counties in New Hanpshire?

(DEia) It mght, but I don't know that for a fact

ei t her.

Does Schiller draw its wood from many of the counties
from whi ch Laidlaw s wood supply study says it wll

dr aw wood?

(DEia) | don't know where Schiller draws. You know,
| could only suppose that it draws wood north, south,
and east of it, but -- | mean, west of it, but that's
all I know.

So, if we were going with those directions that you're
spelling out, Schiller draws significant quantities of
wood from let's say, Carroll, Bel knap, Strafford
Counties, will you draw sone wood fromthese counties,
in particular Carroll, which is 20 m|es south of
Berlin?

(D Eia) | suppose it's possible, yes.

Are you aware that Schiller has many suppliers which
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operate out of Carroll County?

(DEia) | don't know where Schiller, you know, where
their suppliers are located. | don't know what
counties they're in. | don't know their nanes.

Isn't it likely, if Schiller does have suppliers out of
Carroll County, that you're going to share suppliers
wth Schiller, particularly in the counties |

menti oned?

(D Eia) Absolutely. And, |I'msure Schiller shares
suppliers with Pinetree, Bridgewater. | nean,
suppliers go through as many different nmarkets as they
can possibly get into. So, on that statenment, yes, |I'm
sure they wll supply -- share suppliers.

And, your wood supply contract index is the price of
wood RCT is to be paid by Laidlaw to the price of what
wood?

(DEia) | believe it's Schiller.

Isn't it true that at tines the wood market experiences
bot h oversupply conditions and shortage conditions?

(D Elia) Absolutely. And, that's what R chnond -- M.
Ri chnond said in his testinony as well.

And, when shortage conditions occur, for a significant
period of time the laws of supply and demand work well,

as prices tend to rise so that supply can increase, is
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that correct?

(DEia) Yes. | believe so, sir.

So, because the price RCT is paid for wood by Laidl aw
ri ses, when, fromwhat you're saying, Schiller's wood
price rises, and it's likely that Laidlaw will share
suppliers with Schiller, it occurs to ne that it is in
RCT's best interest, when there's a shortage of wood,
to put as nuch pressure as possible on Schiller's wood
supply. Wuld you pl ease comment on that.

(DEia) Wwll, tw things. One of themis that we wll
have off-site storage to try to buffer for the known
mud seasons, which are in the spring and in the fall.
And, we will probably, whether it's the suppliers out
of Carroll County, could be suppliers com ng out of
Gafton County, it could be other suppliers com ng out
of Coos County, could be suppliers com ng out of
Vernont or western Maine. So, if we are running | ow, |
suppose it's, as Schiller could be running | ow, they
could be, you know, we will bunp into the sane
suppliers for the sane material, vyes.

Okay. And, you've al so nentioned that your conpany,
who's currently operating yards in Henni ker and

Brent wod, potentially has the intention to utilize

either or both of these facilities in order to help
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supply the proposed facility?

(DEia) It may be, they may help. But that wasn't the
I ntention, no.

Okay. And, your Brentwood facility is what, about

20 mles from Schiller Station, is that correct?

(D Eia) Yes, it is.

Ckay. And, during a period of short supply, RCT would
probably increase the price -- the prices it pays for
wood suppliers at the satellite yards, including
Brentwood, in order to increase the volune of wood
comng to those yards, is that correct?

(D Elia) That would be probably the | east efficient way
of doing it, because you have the doubl e handling costs
I nvol ved.

Could you explain that a little bit for ne.

(DEia) well, if you're telling us that we will pay
the sane price in Brentwood, which is 20 mles from
Schiller, and pay the sanme price as Schiller is trying
to pay for the wood to go direct, we would have, on top
of -- we would have an extra cost of dunping the wood,
rel oading the trucks, and trucking it from Brentwood to
Berlin, New Hanpshire, which is totally uneconom cal.
So, then, would you agree then it's totally not

economcally feasible to bring that to Berlin, when
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your conpany has a lunber yard very close to Berlin
that it could backhaul other material s?

(D Elia) The |unber company in MIlan has nothing to do

with Brentwood. But -- so, | guess | don't foll ow your
t hought .
Well, | guess what |I'msaying is, when backhaul i ng

beconmes i nportant generally is due to econom c savi ngs.
And, | guess what |I'masking youis, is it goingto
make sense in the future, especially when the buil ding
I ndustry picks back up, that that backhauling could
econom cal ly take place, bringing |unber back south
fromthe Mlan facility?

(DEia) | guess I'"'mhaving a hard tine foll ow ng your
train of thought. W're producing lunber in MIlan, and
we're going to haul the |unber down south?

Correct.

(DEia) Wll, that's a flatbed trailer. How am|
going to -- and then what do | do with it? Load it up
wth bark or chips? It can't happen.

Ckay. So, getting back to shortened supply, ny | ast
guestion for you.

(D Elia) Ckay.

When, as you've acknow edged, prices tend to rise,

isn't it true the wood prices for Schiller wll rise
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hi gher than if the Laidlaw facility were not there, as
the two facilities would conpete for fuel from shared
suppliers? In other words, Laidlaw will affect the
price of wood at Schiller, in contrast to your
suppl enental testinony. Wuld you care to comment on
t hat ?
(D Elia) Laidlaw and Schiller wll not be the only
facilities that are | ow on wood if supplies are tight.
So, no, I will not blame Laidlaw for the increase of
price of wood fiber, if the conditions in the woods are
not allow ng wood to conme out. There will be a |lot of
other facilities looking for that same stick of wood.
In between Schiller Station and Laidlaw facility, there
wll be pulpmlls, sawmlls, that have a |ot nore --
that will affect the price of wood a | ot nore than
Lai dl aw affecting Schiller's.
MR, EDWARDS: kay. Thank you. That's
all the questions | have.
W TNESS D ELI A: Ckay.
MR EDWARDS: Wth the exception for
M. Eastw ck.
CHAI RMAN BURACK:  Very good. And, |
think what we're going to do is we're going to go through

all the questions | believe from Counsel for the Public
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and any recross fromthe Joint Applicants, and then we
wll go to a nonpublic session. Counsel for the Public.

MR BROOKS: kay. For the purpose of
maki ng sure we're asking the public questions first, |'ll
start with the wood questions, and then we'll get nore
into the financial stuff in a few mnutes. So, the

questions are for M. D EHlia.

BY MR BROOKS:

Q

G ve us the big picture of RCT. W've heard a little
bit about it tangentially today, about you have sone
different facilities. Start with the big picture and
then I'lIl whittle down to the small er picture.

Starting with, how big is RCT? Cousi heau was
represented to us as being rather large. How big is
RCT? How nmany enpl oyees? Were are they?

(D Eia) Okay. RCT is based out of Skowhegan, Mai ne.
He has there 75 trackers and 150 trailers. RCT enpl oys
216 enpl oyees, 142 of which are New Hanpshire

enpl oyees. He has facilities, is a partner with his
famly with MIlan Industries, Mlan Sawm ||, which is a
spruce mll. [Its annual production is 65 mllion feet
of spruce lunber. He's partners with ne at HHP. W
bought that conpany in 1989. W have 50 enpl oyees. W

produce 10 mllion board feet of hardwood |unber. W
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have kilns. W have a pallet manufacturing facility.
We manuf act ure about 350,000 pallets a year. And, we
have a debar ki ng and chi ppi ng operati on, where we chip
150, 000 tons of roundwood, sending it to 6 different
paper conpanies in New York and Maine. W also own a
small fleet of trucks. And, we have a nechani zed
cut-to-length | ogging operation as well. W -- he also
has a bark hol ding yard in Brentwood, New Hanpshire,
where we -- he brings down -- they process 150,000 tons
a year of bark and sells that into the whol esal e

| andscapi ng busi ness.

The point of that was that he has
contracts with various spruce mlls and paper conpanies
to nove their bark product on a daily basis. And, over
the years, as he was trying to sell to other private
bark yards, they would essentially stop his incom ng
trucks in the fall, when their bark season was done, so
-- and he just had to neet those commtnents with his
contracts, so he purchased the |land in Brentwood to
continue to neet those commtnents. And, over the
years -- and we use the backhauls fromthe Henniker
chip plant to nove our chips throughout New Engl and.

We do supply various pulpmlls, eight

pulpmlls. And, at present, we do not nove whole tree
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chips. And, the bionass, when we're tal king, the

bi omass we nove, it's bark.

Okay. In ternms of assets, and | think we went over
this before, but | think there's at |east three

| ocations in Maine and four or so in New Hanpshire.
You touched on a couple of those, Brentwood and the

ot her one.

(D Elia) Yes.

Is that basically the extent of the operation?

(D Eia) That's the extent of the operation.

s there a presence in Canada?

(D Elia) There is two trucking conpani es he owns in
Canada as wel | .

Any facilities such as storage or tinberland?

(D Eia) H owns -- the conpany owns sone tinberl ands,
yes. And, storage would be such as Brentwood.

Can you repeat the statenent that you made just a
coupl e of seconds ago about that you don't currently
haul , it sounds |like you weren't currently hauling the

type of material that would be going to Laidl aw?

(D Elia) No, we don't haul whole tree chips. W haul a
pul p quality chip to the pul p and paper industry.

Okay. The sanme type of truck could haul both of thenf

(D Elia) The sane type of truck hauls both of them
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Do you focus -- I'msorry -- nmainly on other products
other than chips or is there a pretty significant m x
of chips in there?

(D Eia) Hs trucks -- his trucking conpani es handl es
nostly chi ps and bark, and sone flatbed work to hau

| unber and pallets and so forth.

| think that when the representative from Cousi neau
testified previously, the concept was that there would
be a significant nunber of jobs in the North Country
created, anywhere from people in the field, on the
tinmberland, to truckers, and then all the ancillary
services they provide. | want to nake sure that |
under stand how the existing infrastructure and assets
of RCT mght factor into that. In other words, if al
of the trucks that would be used are already owned by
RCT, and those drivers are already enpl oyed, there

m ght not be a big increase in the economc value to
the North Country. M understandi ng generally is that
you don't feel that's the case, but, if you can

el aborate on that, | would appreciate it.

(D Eia) Yes. The present contracts we have with RCT
to nove bark fromthe north down south and backhau
chips to the pulp and paper industry will continue

going on. In respect to Laidlaw, Laidlaw wl!| be --
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t he wood supply will be comng directly out of the
woods nost of the tinme. And, like | said before, you
know, in nmud season, you would be hauling, you know,
suppl enenting the | ocal supply, which would be

di mnished with -- with yards. So, the whol e scope of
RCT is toreally get the local, "local" being Coos,
Grafton, western Maine, Vernont, those operators to
produce the wood fuel and deliver directly to the
facility.

Thank you. In certain agreenents and certain
conditions, there have been essentially m ninmm
standards that have been set, in terns of how nuch nust
conme fromthe North Country and that type of thing.
Understanding that there is a limtation during nud
season, do you expect to just neet those or do you
expect to exceed those requirenents for North Country
pur chases?

(DEia) | think the North Country purchases w ||

I ncrease as the plant goes along in years. | think
what w || happen, as nore and nore peopl e becone

fam liar, and the business plans can be established
wher e peopl e know they have a steady narket to go with
their product, they will make the appropriate

I nvest nent . You know, the wood contractors are -- have
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an incredi ble entrepreneurial spirit, and they're not
afraid of spendi ng noney. The whol e point of the wood

-- the Laidlaw facility, and because of the vol une that

it's using, as well as the years that it will be going
on, will encourage the present contractors to upgrade,
and it will also bring others into the -- into the
field.

Ckay. There's kind of an inherent tension between the
econom cs of having nore truckers enpl oyed, nore tinber
peopl e enpl oyed in the North Country, and then
managenment of the resource asset, nmaking sure we have
enough trees. And, that's sonmething | think that we
struggled with kind of throughout this, which is to say
"pl ease show us how you're going to increase the
econony of the North Country, but don't have any i npact
on the resources in the North Country." So, --

(D Elia) Yes.

And, the question fromthe Town of -- fromthe Gty of
Berlin, which was, "sone people who had "stopped

| oggi ng" m ght get back in?" | think the
representation was made by M. Richnond and by you
previously that, essentially, the biofuel for the
Berlin facility will be the |lowest quality of the kind

of residual products, essentially mght be treetops, it
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m ght be sonme other residual product, that it won't
necessarily cause a lot of logging of the whole trees
that are there. But, then again, there is other
testinmony that says "well, in fact, people will be
encouraged to -- there will be nore of the cutting,
"marking trees", as you nmentioned. So, can you just
expl ain what you envision the dynamcs to be in the
North Country between the econonmic growth and the
managenent of the resources?

(D Eia) Yes. You know, as a sawm ||l owner, and ny
primary focus is purchasing sawti nber, we need as many
mar kets for the operators in order for themto survive,
for themto nake a decent profit. Wth the -- yes.
nmean, the whole tree chips is not going to either make
a | andowner weal thy or nake a, you know, an operator,
on a stand-al one basis, just naking whole tree chips,
is -- but it's part of the mx. \Were he will be able
to get sone extra noney fromthat, fromthose
residuals. It wll also allow for better forestry
managenent, because now you have a way of getting --

di sposing of, getting off the job, off the site, the

undesirable trees. It will also, during that whole
process, you will be then processi ng and nanufacturing
nore, the jobber will be nore pul pwood and nore
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saw ogs. So, for us, as a sawm ||l owner, you' re al ways
-- you're always |looking to get those residuals to cone
in off the job. And, in a perfect job, they are
utilizing those three conponents, be it a sawog, be it
a piece of pul pwood, as well as the bionass.

So, you know, so, there was al ways, you
know, for Berlin and the North Country has a history of
having pul pm|lls consum ng | arge vol unes of wood, and a
hi gher val ue wood was the pul pwood. This facility wll
be utilizing the biomass, which is the whole tree

chips. So, it really enhances and increases the vol une

of the other products that wll be generated, be it the
pul pwood and the sawl ogs for the sawm || industry.
Ckay. So, if we -- if a facility, like the proposed

Laidlaw Berlin facility, can use that |ess desirable
product that's there, the inpact on, let's say, the
sawl ogs and pul pwood, m ght the price actually decrease
fromwhat it would have been or m ght the vol une

I ncrease, is that what your --

(DEia) Yes. It mght. It wll definitely change,
change the pricing. But, again, it depends on the

mar ket. You know, another big difference between the
Laidlaw facility and a pulpmIl, a pulp mll, there's a

| ot of factors that affect the price of what they coul d
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pay for roundwood. Could be the general econony,

whet her peopl e are buyi ng paper or not, could be, you
know, the price of, you know, the value of the dollar,
whet her they're providing inports. Al that has an
effect on what they can afford to pay for the
roundwood. And, so -- as well as what their

I nventories are.

The Laidlaw facility, | see it as a
little bit different, in that it's going to be
consistent, it will burn X anmount of tons every day,
and it will need a steady supply of fiber, of whole
tree chips going in there. That adds a little bit of
continuity to the market a little bit, and that wll,
you know, keep the prices stable.

Thank you. [|'mgoing to ask one nore question, and
then 1'Il allow Peter Roth to foll ow up probably on

t hat sane question. Wich is, there is the facility in
Gorhamright now, the Gorhamml|.

(D Elia) Yes.

Can you descri be what, if any, pressure the opening of
the Laidlaw facility mght put on the Gorhamm || ?
(DEia) | don't think it will have any. Gorham

agai n, buys purchased pulp to run through that

facility, so -- and they could buy that on the open

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS PANEL: Eastwick~Kusche~D'Elia]

51

mar ket . But it wll have no effect on -- Laidl aw won't

have any effect on that price.

So, you don't foresee a price pressure on the Gorham
m |l based on the opening of the Laidlaw facility?
(D Elia) No.

MR ROTH  Ckay. | have a nunber of

questi ons about managerial and technical capability.

CHAI RVAN BURACK: Attorney Roth, can you
just pull the mcrophone a little closer to yourself?
Thank you.

MR ROTH | have a few questions on

manageri al and technical capability and the size of the

facility.
BY MR ROTH:
Q At the previous hearing | ast sumer, there was a

o >» O »

question fromone of the Commttee nenbers about the
net output for the facility for purposes of the

| nterconnection Agreenent. |Is there a new net out put
for the facility at this point that is being used by
| SO?

(Kusche) The answer to that is "yes."

Last summer it was 58.7 negawatts. Wat is it now?
(Kusche) | believe it's 8.8 negawatts nore.

Ckay.
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(Kusche) W, in our application for an increase, the
gross increase was 9.1 negawatts. And, | wll search
my docunents here to get you the exact figure, but the
net increase was slightly less than that, of course,
and | believe it was 8.8. But |I'll get you the exact
figure.

So, if my arithnetic is correct, 67 and a half?
(Kusche) That does sound right.

Ckay. Now, --

(Kusche) Yes, 8.8 negawatts net increase.

Al right.

(Kusche) 67.5 is the new net electrical output. Thank
you.

Thank you. And, do you have an average capacity
figure? Average capacity factor for the plant now, a
new one?

(Kusche) No, | don't -- can you give ne the units that
you're --

I n negawatts.

(Kusche) In negawatts? Well, we take -- we take the
net negawatts, and, in our projections for annual power
production, we then nultiply that by the plant factor,
whi ch is a conbinati on of schedul ed outage hours and

unschedul ed outage hours. And, those assunptions have
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not changed, those nultipliers, from our previous
testinony. So, we're now predicting, | believe, or
projecting just over 500 gigawatt-hours a year in
annual energy production. | believe it's 504.

Ckay. Now, with respect to the Delta Power contract,
when we were here |ast sumrer, there was -- we had
testinony fromM. Strickland [Strickler?] from

Honel and Renewabl e and Fi browatt. And, | note that the
Committee determned in its decision that the Applicant
essentially relied upon the expertise of Fibrowatt and
Homel and for its managerial and technical expertise to
operate the facility. And, we don't have them anynore.
And, | notice that we don't have a wtness fromDelta
Power. So, we're -- essentially, you are the w tness
for all of the aspects of nmanagerial and technical
capability, except that you aren't actually going to be
operating the plant, is that correct?

(Kusche) That's correct.

Now, in your testinony, you said that you believed that
"Delta Power Services is highly qualified and has the
techni cal and nanagerial capability to operate.” \Wat
do you base that on?

(Kusche) well, directly, | base that on their conpany's

I nvol venent in operating power facilities in the United
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States over the years. They're currently nanagi ng the

operations of | believe it's nine power facilities in

the United States. Four of themare solid fuel. They
have -- they're operating a 45-negawatt bi omass pl ant
called the "Cadillac plant”. They have entered into an

agreenent to operate another bionass plant, which is
under construction. And, then, there wll be ours.
Delta Power Services is a subsidiary of Babcock &
Wl cox, who is the EPC contractor for our Project.
And, you know, we believe that that relationship is
going to benefit the Project, in that there will be a
relatively seaml ess transition fromthe EPC contractor
to the operations, in that Delta Power Services wll be
provi di ng personnel at the Project during construction.
At key phases, they will be bringing people into
Wi tness and participate in bringing systens online,
testing them comm ssioning them And, it's an ideal
way to set your project up for efficient operations.
Indirectly, ny opinion that Delta Power
Services is qualified for this is based upon ny 20
years of experience actually operating a bi omass pl ant.
Okay. Before you go there, | was just trying to
under stand what you based your decision that or your

opinion that they were "highly qualified'. And, |

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS PANEL: Eastwick~Kusche~D'Elia]

55

understand you did a good job of reciting what was in
your testinony and in the notion, but I"'mtrying to
under stand where you get this, this informati on. Now,
attached to the notion was a docunent from-- | ooks
like it was a brochure or sonething fromthe -- well
let's just, it's Exhibit Nunmber 11, | believe. 1Is this
where you get your information about Delta Power?
(Kusche) Well, brochures certainly have information.
But we have been -- we have been di scussing the
operations of this Project for nonths now, not only
with Delta Power Services, but we've al so had

di scussions with other nationally recognized firns that
provi de these services. And, we've selected Delta
Power Services from anong several, because we felt that
they were best qualified for the Laidlaw Project.

Okay. Al right. In terns of your experience with
Delta Power Services directly, have you, in your years
of experience operating a power facility, have you
ever, yourself, enployed Delta Power Services before?
(Kusche) No, | have not.

Ckay. And, | noted that there's also a docunent

descri bed as a "Resunmé of M. Sessler". Have you net
M. Sessler?

(Kusche) | have not personally net M. Sessler.
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Ckay. Have you visited a Delta Power Services run
pl ant ?
(Kusche) | have not.
So, you didn't go to the Cadillac facility in M chigan?
(Kusche) No, | did not.
Ckay.

MR, NEEDLEMAN: M. Chairman, Peter, |'m

sorry to interrupt. | should have nmentioned earlier that

there is a representative of Delta Power here today, Don
Driskill, who is the President of Delta Power, is in the
room And, if the Commttee wishes to hear from hi m at
any point, he is certainly available. Likewse, a
representative of Babcock & WI cox and Wal dron are al so
here, if there are any questions directly for them

MR ROTH | would object to them being
i ntroduced as witnesses at this point. This is, you know,
the Applicant has had this burden since at |east the
begi nning of March, when they filed their Mtion. They
have not submtted any prefiled testinony of these people
or given any of us an opportunity to conduct discovery or
prepare for cross-exan nation.

MR. NEEDLEMAN: |'mnot offering them as
Wi tnesses at this point. I'msinply saying they're

avai lable, if the Commttee wshes to hear fromthem
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CHAI RVAN BURACK: | understand that,

Attorney Needl eman. Thank you. You may proceed, Attorney

Rot h.
MR. ROTH  Thank you.

BY MR ROTH:

Q Wth respect to Delta Power Services and its
enpl oynment, | noted in the brochure that they indicated
that they took a unionized facility and nade it
non-uni oni zed. Do you know of any particul ar
perspective or outlook that Delta Power has with
respect to enpl oyi ng uni on enpl oyees?

A (Kusche) No. Specifically, I don't know what their
corporate policy is onthat. But | will note that
t heir parent conpany, the construction arm which is
going to be doing the EPC contract work at Berlin, is a
union firm And, --

Q kay. Fair enough. Do you know of anything in your
agreenents with Delta Power Services that requires them
to hire people locally?

A (Kusche) Yes. There is an understanding and an intent,
whi ch has been enphasi zed fromthe very begi nning, that
they will use best efforts to hire all |ocal people.

Q Is that in the agreenment with Delta Power?

A (Kusche) | would have to check the agreenent to answer
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t hat .

Ckay. If, at sone point, when we take a break, if you
could do that?

(Kusche) Sure.

| woul d appreciate that.

(Kusche) | would be happy to.

Al right. Now, | noted that in the docunent that |
read that there is a -- apparently, there is nowin

exi stence sonmething called the "Ash Di sposal Agreenent”
fromApril. Has that been finalized?

(Kusche) Yes, it has.

And, who's that with?

(Kusche) That's with Resource Managenent, Inc., a New
Hanpshire firm

And, what's the -- what's going on there? How are they
-- what's the -- how are they disposing of the ashes?
(Kusche) They have a Beneficial Use Program

Primarily, that the fly ash fromthe Project wll be
utilized in | and spreading, agricultural |and spreading
as a soil supplenent. Very commonly done these days
with bionass ash. And, that's the intent of their
program

Does the Ash Disposal Agreenent take care of all of the

ashes, the fly ash fromthe facility?
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(Kusche) It does, 100 percent of the fly ash.

Ckay. And, are they responsible for taking the ash,
the fly ash fromthe facility to their own | ocation?
(Kusche) Yes, they are. They are responsible for
bringing -- providing the trucks, which will cone to
our facility, and be | oaded at our facility, and
utilizing the ash in their Beneficial Use Prograns.
Ckay. And, do they understand that there are certain
requi renents under the Certificate that have to be net
with respect to ash disposal and renoval ?

(Kusche) They do.

And, where is their facility? WII| they be taking the
ashes outside of the State of New Hanpshire?

(Kusche) | believe nost of themw Il be utilized in New
Hanpshire. However, Mii ne also has a Beneficial Use
Program for the agricultural spreading for bionass.

So, we have not limted where they can apply this, this

ash as a beneficial use to the State of New Hanpshire.

Movi ng onto the wood supply study. |In another
docunent, | had noted that there is a requirenent to
provide a final wood supply study by LandVest. |Is

t here anot her wood supply study bei ng conducted by
LandVest right now?
MR NEEDLEMAN: |'msorry, Peter. Wat
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are you referring to?

MR ROTH I n one of the note purchase
agreenents there was a reference to a requirenent to
provide a "final wood supply study by LandVest"”. And, |I'm
asking if there is another study underway that's going to
produce a docunent, a report?

BY THE W TNESS:
A (Kusche) I amnot aware of that. But | can certainly
check and I et you know | ater today.

MR ROTH  Ckay.

CHAI RVAN BURACK: Attorney Roth, may I
just interrupt you for a nonent. What is the specific
docunent you're referring to that you say has this nmention
init?

MR ROTH It's one of the two note
purchase agreenents that are in draft formthat | was
provi ded confidential copies of. | do not intend to
I ntroduce those as record here.

CHAI RMAN BURACK: Thank you.

MR ROTH If | had to hazard a guess, |
woul d say it was the $200 nillion note purchase agreenent.

BY MR ROTH:
Q kay. At this point, when we were here before, we had

M. Bravakis and M. Bartoszek and yourself and
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M. Strickland [Strickler?]. And, | think it was
pretty well understood by everyone that that was going
to be kind of the senior managenent team And, now,

M. Bartoszek and M. -- M. Bartoszek and M. Bravakis
are no longer here. And, | don't see themin the room
t oday, although I could be m staken of. What has
beconme of those individuals and what role wll they
play going forward in the future?

(Kusche) M. Strickler was a representative of

Honel and. And, as we've described, Honeland is not
going to be involved in the Project going forward.

M. Bravakis and M. Bartoszek, as | think we alluded
to in our previous testinony, the interests of Laidlaw
Berlin Bi oPower were purchased by the Project. And, it
was contenplated that the three of us, who were | think
represented as the devel opers of this Project, our
roles were going to be evolving and changi ng and bei ng
m nimzed as the Project evolved fromthe devel opnment
stage, to the financing and construction and,
ultimately, the operation phase. M. Bartoszek,

M. Bravakis, and nyself have consulting agreenents
with Laidlaw Berlin Bi oPower. W continue to provide
servi ces as necessary to support the conti nued

devel opnent of the Project as it noves into the final
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permitting and construction stage. They are readily
accessi ble and available to the Project. But it's
anticipated that their roles as consultants wll

di m ni sh and, ultimately, probably end, as other people
and ot her conpanies take on the roles that are
necessary for construction and operati on.

Mysel f, | have joined Cate Street
Capital as an enployee. And, so, | will be continuing
with nmy involvenent in the Project, hopefully through
20 years of -- maybe not 20 years, but through
construction and into the operation phase.

So, they are still available, they're
still contributing, and they're still engaged in the
Proj ect, as needed.

When's the last tinme you spoke with either of then?
(Kusche) Personally spoke? By voice, it's been a
coupl e of nmonths since |I've spoken to them But
there's been email correspondence.

Thank you. Wo can the Commttee and the public rely
upon to understand as the senior managenent of this
Project, both in the construction phase, and then in

t he operational phase? Who's the face of this Project?
(Kusche) Well, it's a big project, so | don't think

there's any one face. But Cate Street Capital is the
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managi ng conpany for this Project. |t has been since
t hey purchased the real estate in |ate 2008, | believe
it was, and will continue to be. And, so, if anyone
wants to speak to sonmeone about the Project, and the
appropriate contact is not Delta Power Services at the
site, and they want to talk to Cate Street Capital,
they' || pick up the phone and ask for either nyself or
Chuck Grecco, who's on the Advisory Board, who's in
Por t snout h, New Hanpshire, working with nme directly.
Ckay. Now, in one of the docunents that was provided
to us, and | don't believe it's confidential, and I
haven't provided a -- | haven't created an exhibit for
it, is the "Draft Decomm ssioning Plan'. D d you
prepare this docunent?

(Kusche) Personally, | did not, no.

Do you know who di d?

(Kusche) It was a conbination of nyself, Chuck G ecco,
and Damon Frecker, all Cate Street Capital enpl oyees.
Ckay. Wien did you create this docunent, the one that
was provided to us the other day?

(Kusche) | don't know the exact date, but it's a good
nonth, nonth and a half old, | believe.

kay.

(Kusche) It has been reviewed by the City.
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It has not?

(Kusche) It has been --

Oh, it has been.

(Kusche) -- submitted to the Gty and reviewed, and
we' re nmaeking sonme final nodifications, and we'll be
resubmtting it to the Cty.

And, | have to say it struck ne as rather far from
being final. |Is that how you would view it?

(Kusche) Well, no, actually. The Cty had very few
conmments or questions to this. There's, as | renenber,
a few details that needed to be added. But | think
we're very cl ose, actually.

Ckay. So, at this point, based on this draft, | don't
see any information about what the deconm ssi oning
costs and funds would be or what the financi al
assurance would be for it. |Is that correct?

(Kusche) That's correct. And, that's what we're --
that's what needs to be added, which we're doi ng now.

Ckay. Wen do you expect to have that finalized?

(Kusche) | would expect that that will be finalized
prior to -- certainly, according to the terns and
conditions of our Certificate, it will be finalized

before we start construction. But | would guess that

t his docunent can be finished within days, if not
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weeks.

Q Ckay.

A (Kusche) Weeks, if not days.

Q Assum ng you get what you're |ooking for here today,
when do you think you'll begin construction?

A (Kusche) well, we are still hopeful that we'll be
neeting a June construction |oan closing. And, --

FROM THE FLOOR: Coul d you speak into
the m ke.
W TNESS KUSCHE: |'m sorry.

BY THE W TNESS:

A (Kusche) We're still hopeful that we're going to neet a
June, | can't give you a specific date, but a June
construction | oan closing, and begin construction
activities imedi ately thereafter.

BY MR ROTH:

Q Begi nni ng construction how | ong thereafter?

A (Kusche) Nearly inmrediately thereafter.

Q Ckay.

A (Kusche) Certainly, we'll begin nobilization efforts
with the EPC contractor.

Q Wth the nodifications that you' re proposing, how nuch

of the existing facility is going to be used?

A (Kusche) The physical --
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Yes.

(Kusche) well, a great deal of what you see there wll
be utilized. The 13-story building contains a recovery
boiler, a black liquor boiler, and nost of that will be
utilized in the new biomass boiler. It will be
nodi fi ed, of course. And, the adjacent building, which
houses the control room and notor control center wll

al so be utilized. And, a couple of adjacent buildings
wi |l be constructed, one to house the steam turbine
generator. So, the mpjority of what you see there
today will be utilized in the new Project.

Ckay. | just wanted to know whether -- if sonmehow the
nodi fi cati on had obvi ated the need for maintaining the
stuff that's there now. And, you' ve answered ny
question. Thank you. Now, when we were here | ast
sumrer, and as found in the Conmttee's decision, the
all-in cost of the plant, when it was di scussed | ast
year, was $167 mllion, and that included the -- |
believe it included the various reserve accounts and
the like. Do you recall that figure?

(Kusche) | do.

Al right. And, what is that figure today?

(Kusche) If I may, I'mgoing to ask ny col | eague, Matt

Eastw ck, to address questions on the financial aspects

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS PANEL: Eastwick~Kusche~D'Elia]

67

of the Project.

(Eastwi ck) The total project cost is approxi mately

228 mllion.

So, that's all-in, all the reserve accounts, and
everything that you need?

(Eastwi ck) No. That does not include reserve accounts,
closing fees, or any interest reserve accounts.

Ckay. Just so we're tal king about the sanme, according
to the findings that the Committee nmade last fall, in
Novenber, that the cost of construction would be

110 mllion, and that it then said that the revised
estimate of the total project cost was 167 mllion.
And, 167 is still a long ways from 228, and | want to
make sure we're conparing the right figures. And, what
-- is it your understanding that the 167 included al
the reserve account and the interest or was the 167
just the construction costs, and excluding financing
costs?

(Eastwi ck) My understanding is that the $167 mllion
nunber is directly conparable to what is now the

$228 mllion nunber.

Okay. And, if you include the financing costs and the
li ke, what is the cost that you' re looking at, in

addition to the -- so, on top of the 228, where does
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t hat take you upward to?
(Eastwi ck) Approximately 274 mllion.
274. And, what was the conparable figure last fall?
(Eastwick) | don't know.
Okay. Now, if we just stick with the 167 to 228,
that's still a pretty significant increase, isn't it?

(Eastwi ck) Yes.

And, what do you -- to what do you attribute that
significant increase to?

(Eastwi ck) There have been a nunber of changes in the
construction scope. And, |I'mnot the person who has
been negotiating those contracts, so | can't give you
all of the detail. But ny understanding is that there
was initially estinmtes that have now becone true bids
on various costs. And, that we've also been able to

i nprove the efficiency of the Project and increase the
energy output, based on sone nodifications, which have
|l ed to increases in costs.

And, if you were to take a stab at estinmating the -- or
maki ng a guess as to the breakdown, what is -- how nuch
of the increase is attributable to the greater
efficiency versus the greater clarity in the
estimati on?

(Eastwick) I"'mreally not the expert in all of that
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area, but we've been able to increase the output by
approximately 7 percent. And, so, |I'lIl give you one
exanmple. W' re using a new turbine, rather than a used
turbi ne, which has, | believe, an increased cost of
about $10 million.

Ckay. Do you expect to see any further increases in
the cost of this going forward?

(Eastwick) | don't believe so.

kay. And, in terns of the financing costs, 228 over
274, roughly $50 million in financing costs. Is that
correct? | nmean, what's --

(Eastwick) Alittle |l ess than that.

Order of mag --

(Eastwi ck) | think about 46, 47 mllion.

Okay. Is that typical for a financing of this size?
(Eastwi ck) Yes, it is.

kay. And, not all of that is just noney out the door,
correct? Sonme of that is prepaynent of interest, is
that right?

(Eastwi ck) There's three nain categories. One is to
pay interest during construction. So, we -- the
Project will not be generating revenue to service any
debt during the construction period. So, we need to

create at the financial close an account that will pay
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I nterest on our debt during the construction period.
There's also the need to create various reserve
accounts that |l enders require, such as a Debt Service
Reserve Account, that will be noney that's held in
escrow to pay for the various needs of the ongoing
Project. And, then, there's also then cl osing costs
and fees associated with the transacti on.

And, how much goes, and | don't nean exact dollars, but
| assune that you owe a nonthly paynent, you'll owe a
nont hly paynment to your note hol ders or perhaps the

agent for the note hol ders?

(Eastwi ck) There will be interest paid on a quarterly
basi s.
Quarterly, okay. How many quarters of paynents wll be

in the Debt Service Reserve Account?

(Eastwi ck) Right now, we are reserving, | believe, six
nont hs of debt service reserve.

Si x nmont hs?

(No verbal response).

Now, in the proceedings |ast sumrer, and in the
decision by the Commttee |last fall, there was evidence
and a finding that there woul d be benefits to the
community fromthe New Market Tax Credits through their

allocation. Are you famliar wth that concept?
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(Eastwi ck) Yes.
And, for exanple, on Page 44 of the decision, it says
"Laidlaw anticipates that 2.25 mllion of the New
Mar ket Tax Credits will be allocated to a conmunity
| oan fund intended to benefit the community through the
New Hanpshire Busi ness Finance Authority, Seedco
Fi nanci al Services, and CElI Capital Managenent serving
as allocatees. And, then, further, "It is also
antici pated that $500,000 of this credit will be
distributed to the Gty of Berlin."

Now, under your current New Market Tax
Credit | ending and borrow ng, | guess, do you stil
expect that those targets, the 2.25 mllion and the
500,000 for the Gty wll be net? Are those
allocations still in there?
(Eastwi ck) | have not personally been directly invol ved
in that |level of detail for the allocation, but that is
my under st andi ng.
Ckay. It's your understanding. But are the all ocatees
t he same?
(Eastw ck) For the transaction, yes.
And, are you aware of any change that woul d suggest
that these allocations for the benefit of the community

| oan fund and the City of Berlin have changed?
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(Eastwi ck) Not that |'m aware.
Ckay. If there were such a change, would you be aware
of it?
(Eastwi ck) That's tough to tell. 1've not been

directly involved in that part of the NMIC process.
Ckay. So, and | don't want to put words in your nouth,
but is it fair to say that you really can't assure
anybody here today that those allocations and those
benefits to the community are still there?

(Eastwick) No. But | can confer with our entire team
and provide a response to that.

Ckay. Thank you. That woul d be good. Now,

M. Eastwi ck, there are a couple of things about your
resune that | wanted to ask about. And, the first one
I's, you have -- you noted at the end that you have a
"U. S. and a European Union Passport"”. That's kind of
an interesting thing to put on your resune. And, if
It's not too personal, why do you have an EU Passport?
(Eastwick) | was resident and working in the U K. for
several years. And, based on famly, | was able to
obtain a passport.

And, is that seen as a resune-building item to have an
EU Passport? It |looks cool, I'Il give you that.

(Eastwick) In a lot of cases, having the ability to
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work without a visa abroad is seen as a positive.

Ckay. | would also note, and | say this with sone

di sconfort, that you have had four jobs in five years,
and just over a year of unenploynent since 2006. Now,
you' re at Cate Street now just over a year. Do we have
reason to expect that you are going to be here a year
fromnow, so that the testinony that you give and the
assurances that you give everybody, when we turn around
and we say "Well, where's Cate Street? Were's

M. Eastw ck?", are going to be net?

(Eastwi ck) | have every expectation of working for Cate
Street.

So, you don't have any plans now to change jobs?
(Eastwi ck) None at all.

MR, ROTH  (Ckay. That's good. Thank
you. | have other questions, which I think, M. Chairnan,
are in the realmof confidential, and | have a nunber of
exhibits. So, at this point, I1'd first like to nove the
exhibits into evidence. And, | have spoken both wth
Attorney Needl eman and M. Edwards, and neither of them--
unfortunately, | didn't confer with Attorney Schni pper,
but I'd be happy to do so and obtain his assent to their
adm ssion, but Attorney Needl enan and M. Edwards have

both agreed to the adm ssion of these docunents. Sone of
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them are confidential docunents that were provided to
Counsel to the Public under confidentiality terns.

CHAI RVAN BURACK: Yes, | think, and I
don't know what the origin of these docunents is,
certainly, if they're confidential docunents, then the
expectation is that they are different fromthe docunents
that are already covered by the protective order that |
announced earlier this norning that | have granted. W
woul d need a notion fromone or nore of the parties to
grant a protective order with respect to those
confidential docunents, if, in fact, that is the desire
and the intention of the parties. | would need an
opportunity to basically understand what the nature of the
docunents was, so that | could then nake a ruling on that,
on that notion. Attorney Needl enman.

MR NEEDLEMAN:. Yes. Thank you. |
conferred with Peter beforehand, and we have no objection
to the docunents being introduced. Several of themare
docunents we consider confidential, but we consider them
confidential because they're financial docunents that
contain sensitive business information. They're not
docunents that would normally be released to the public,
and, if they were released to the public, would cause harm

to the Joint Applicants. And, it's for those purposes
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that we woul d request that those set of financial
docunents be treated as confidential.

I would also note that both the Gty and
M . Edwards have signed nondi scl osure agreenents with
respect to those docunents. And, so, to the extent they
are going to be discussed, they are certainly entitled to
be present for that.

CHAI RMAN BURACK: | think it would be
hel pful if | could just see the docunments first, just
review them and examne, if | could please.

(Atty. Roth distributing docunents.)

MR ROTH M. Chairman, |'m presenting
you docunents marked as "Public Counsel 2", "3", "3.1",
and "6".

CHAI RVAN BURACK:  Thank you.

(Short pause.)

CHAI RMAN BURACK: Ckay. Thank you, all.
Let's resune here. Let ne first identify what these
docunents are.

The first is, this is Public Counsel's
Exhi bit Nunber 2, it's entitled "Confidential Response to
Number 8". And, this appears to be an identification of
the source of funds, in terns of both debt and equity, for

the project, including interest rates, interest rate
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i nformati on.

The second docunent is Public Counsel's
Exhibit 3. It is a financial spreadsheet, in the upper
| eft-hand corner reads "Berlin Station, LLC Sunmary".
The date is "May 11, 2011". And, it covers a -- it's a
pro forma covering Years 1 through Year 20 of operation of
the facility.

The next docunent is Public Counsel's
Exhibit 3.1. Again, in the upper |eft-hand corner reads
"Berlin Station, LLC'. The caption is "Sunmary - Assum ng
Mar ket Revenue". The date is "May 13, 2011". And, this,
again, is a pro forma covering the Year 1 through Year 20.

The next docunent is Public Counsel's
Exhibit 6. This is entitled "NewCo Energy, LLC (a
Devel opnent Stage Enterprise) Bal ance Sheets As of
Decenber 31, 2009, 2010 and April 30, 2011 (unaudited,
managenent prepared)”. So, again, this is a bal ance
sheet. Having had an opportunity now to review all of
t hese docunents, it's ny determnation that these are, in
fact, records of a financial nature that woul d be
custonarily entitled to be treated as confidenti al
docunents pursuant to RSA 91-A. So, | will anmend the
protective order that | indicated earlier that | would be

I ssuing to include these additional docunents.
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MR, NEEDLEMAN:. Thank you.

MR ROTH  Thank you, M. Chairman. |
woul d suggest, at this point, that we take a 5 or 10
m nute recess, so that | can just prepare docunent
packages for each of the Commttee nenbers and parties
here off the record.

CHAI RMAN BURACK: Thank you. Just to be
clear here, it's not your intention to ask questi ons about
these particul ar docunents at this nonent, not until we go
into a nonpublic session, is that correct?

MR, ROTH  That's correct.

CHAI RVAN BURACK: (Okay. Here's what |'m

going to suggest that we do here. It's five mnutes of
12: 00 right now. |'mgoing to suggest we take a very
brief break, just a confort break. And that -- do you

have any additional questions, Counsel for the Public, for
these witnesses in -- that should be asked in the public
sessi on?

MR ROTH | don't think so. | tried to
do those questions that were public questions already.
And, | think I've got it now where | have a relatively
manageabl e nunber of confidential questions.

CHAI RVAN BURACK: Very good. kay.

What |'m going to suggest we do then is take a very brief,
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say about a five mnute confort break. W cone back and
give the Commttee nenbers an opportunity to ask their
guestions in public session of the panel. W wll then,
when we' ve conpleted that, we will take a |lunch break, and
we'll determ ne the duration once we've gotten through the
Commttee's questions. And, inmrediately upon return from
the lunch break, we would then entertain a notion from a
Commttee nenber to go into a nonpublic session,
specifically for the purpose of being able to ask

guesti ons about the confidential docunents.

Once we have conpl eted that nonpublic
session, we'll then cone back to public session. W wll
have a notion to seal the transcript of that portion of
t he proceeding, and then we wll then proceed to the
remai ning portions of the adjudicatory hearing itself.
Whether we will get to deliberation today, | do not know
at this tine.

So, that's how | propose to proceed, if

that neets with no objection fromany of the other

parti es?

(No verbal response)

CHAl RVAN BURACK: Ckay. Wy don't we
take, 1'mlooking at the clock at the back of the room

here, it's alnost noon by that clock, why don't we try to
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be back here by five mnutes past 12:00, if we could
pl ease.

MR. ROTH  Thank you.

(Whereupon a recess was taken at 12:00

p.m and the hearing reconvened at 12:13

p.m)

CHAI RMAN BURACK: Thank you all for your
cooperation in keeping that break as brief as we
reasonably could. Before we begin with questions for the
W tnesses fromthe Committee, | just want to note that we
have recei ved now several different exhibits, and | just
want to |list what we've received now as nenbers of the
Commttee. W' ve received Counsel for the Public's
Exhibit 1, which is a set of responses to data requests of
Counsel for the Public, provided by Berlin -- or, Laidlaw
Berlin Bi oPower, LLC, and Berlin Station, LLC. W also
have now recei ved copi es of the Counsel for the Public's
confidential exhibits, Exhibits Nunmber 2, 3, 3.1, and 6.
We al so have received another exhibit that is not |abel ed
as a confidential exhibit, this is Counsel for the
Public's Exhibit 5, which is entitled "Berlin Station
Capital Structure", and | believe is simlar to a docunent
that was submtted as part of sone of the prefiled

testinony, but I'"'mnot sure | can identify it's precise
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| ocation. Actually, it is simlar to or based upon the
Exhibit 5 to the original filing, the Joint Mtion of
Lai dl aw Berlin Bi oPower, LLC, and Berlin Station, LLC

So, with that, again, just a remnm nder,
that we will hold any questions relating to the
confidential documents until a nonpublic session that we
expect to hold immedi ately after a lunch break. W have
al so now received copies of Applicant's Exhibit 3, which
is the Biomass Fuel Supply Agreenent. And, again, we wl|
reserve questions regardi ng that docunent until our
nonpubl i ¢ sessi on.

DIR SCOIT: M. Chair, just to clarify.

CHAI RVAN BURACK:  Yes.

DR SCOIT: Public Counsel Exhibit 5,
is that confidential?

CHAI RMAN BURACK: Counsel for the Public
Exhibit 5 is not a confidential docunent.

DIR SCOIT: Thank you.

CHAI RMAN BURACK: Yes, Director Mizzey.

DR MJZZEY: And, what about 47

CHAI RVAN BURACK: |I'msorry, did
over|l ook that?

DR MJZZEY: Well, | just may have not

heard you.

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS PANEL: Eastwick~Kusche~D'Elia]

81
DR MORIN No, | didn't hear it
ei t her.
CHAI RMAN BURACK: |I'msorry. | did not
see 4 in the pack. Counsel for the Public Exhibit 4 is
al so not a confidential docunent. It appears to read at

the top, though it's difficult toread it with the
background, "D rect Devel opnment Costs". Can one of the
parties hel p us in understandi ng what --

MR ROTH Yes. |I'msorry. The
phot ocopyi ng blurred out the dark text in the dark bars on
the top and the bottom It says "Direct Devel opnment Costs
(as established in January 2011)". And, the bottomis a
total of "22,521, 446".

DIR SCOIT: Can you repeat that?

CHAI RVAN BURACK: |I'msorry. Let nme ask
you to repeat those one at a tine please.

MR ROTH Al right.

CHAI RVAN BURACK: Woul d you read us j ust
the top bar first.

MR ROTH  The top bar says "D rect
Devel opnent Costs (as established in January 2011)".

CHAI RMAN BURACK:  Ckay, just a nonent
pl ease. January 2011. And, what is the bottom bl acked

out bar read?
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MR ROTH  The bottom says "Total:
$22, 521, 446. 00".

CHAI RMAN BURACK: Thank you. So, again,
t hat Counsel for the Public's Exhibit 4 is also a public
docunent. That is, it's not a confidential docunent. Al
right. Conmm ssioner lIgnatius wll be rejoining us
shortly, but we will proceed in the neantine with
questions of the witnesses from nenbers of the panel. Wo
would like to start? M. Harrington.

MR HARRI NGTON: Just |I'mgoing to
direct these to the panel, and the nbst appropriate person
shoul d answer them for the nost part. There was a couple

of questions | had directly for M. Kusche.

BY MR HARRI NGTON:

Q

You were tal king about the approval process of the

revi sed i nterconnection agreenent. Have you received
an approved |-39 docunent fromthe 1SO on that? It
sounds |li ke you did by the way you described it, but
you didn't say one way or the other.

(Kusche) "1-39", can you describe that?

That's the basically "do no harm docunent, that the

I nt erconnection, as proposed, will not harmthe grid.
(Kusche) W have received the Draft System | npact Study

report.
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Ckay.
(Kusche) That's all we've received at this point.

kay. And, then, just for the record, | guess a

correction. |t appeared that you said that the
"Reliability Commttee approval w Il happen”, it was
alnost like it was automatic. And, | think what you

were referring to was that you believe or soneone told
you that it would probably happen, but, |I nean, it
obviously won't occur until the Commttee votes?
(Kusche) Okay. Yes, let ne clarify that. 1've had

ext ensi ve conversations with | SO New Engl and staff,
nore than one individual, the Project Manager, as well
as others. And, they have represented to ne that there
shoul d be Task Force approval and Reliability Commttee
approval , because --

That's their opinion.

(Kusche) -- because there is absolutely no inpacts or
effects shown by this increnental increase.

Ckay. Thank you. | just wanted to clarify that.
(Kusche) And, if you don't mnd, | nean, | can actually
read the very short conclusion of the System | npact
Study, which states exactly what you're referring that
-39 woul d say, which is that the studi es have

i ndicated that there is no adverse effect to the
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transm ssion systemor the facilities of
| nt erconnection transm ssi on owner .
kay. Thank you. That's sufficient, | think.
(Kusche) Ckay.
"' mnot sure, the gentleman, D-E-I-i-a?
CHAI RVAN BURACK: D Hli a.
WTNESS D ELIA: D Elia.

BY MR HARRI NGTON:

Q

D Eia, okay. | want to make sure | got that right.
You had nentioned sonething about, when you were
tal ki ng about the sustainability agreenment conditions,

t hat "Forest rangers would be going in." And, |'mjust
wonderi ng, what forest rangers are you tal king about
and going in where?

(D Eia) The forest -- well, there is a -- | believe
the State has -- the State has forest rangers, and they
do check operati ons.

So, if it was the logging that woul d be done on State

| and, woul d have State --

(DEia) On private |ands as wel |.

They go into --

(DEia) If there is violations, the State will go onto
the site, yes.

Ckay. Al right. | just wasn't clear about that.
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And, there was, just so it's clear on the -- there is,
obvi ously, a sustainability condition to have that,
there's a bunch of conditions listed. Wo is going to
be responsible for the auditing and enforcenent of the
conditions of the sustainability conditions?

(DEia) Wll, the operator first has to sign in his
contract that's going to supply wood that he

understands the sustainability clauses that are in

there. Oher than that, there will, of course, be
check -- you know, there will be people on the road,
you know, the staff will be on the road, because you

check on your suppliers.

Ckay. Excuse ne. Wen you say "staff", you nmean your
staff?

(DEia) Qr staff, RCT's staff for Laidlaw that are
responsible for wood into the facility. So, | suspect
that it wll be -- their eyes will be | ooking at the
job, as well as, I"'msure, if there is a problem you
know, other sources can call it in as well.

Ckay. Because, | nean, it appears that we have, and
"1l use the term "Laidlaw' for |lack of a better
definition right now, or | guess it would be "Laidl aw
Berlin BioPower", they set -- they are getting the

condition transferred to themas part of the Site
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Eval uation Conmttee conditions. And, then, they

| npose that to your organi zation via contract?

(D Elia) That's correct.

And, then, you inpose that from your organization to

t he | oggi ng people that you buy it via contract, but
It's just not clear to ne that who is -- who in all of
that group is taking the responsibility to ensure that
t hose conditions are actually net?

(DEia) wll, | would suspect that it would start
with, of course, if there was a violation, of course,
it would probably show up to us first, RCT.

How woul d you find the violation?

(DEia) Wll, soneone would either -- we would either
find it on our own, by having sonebody on the job
overseeing it. But, nore so, if it was just reported
by sonmeone in the public driving by and | ooking at a
job that was, you know, that wasn't being done very
well. So, it's, you know, other than that, because of
t he sheer volune of the nunber of operators com ng from
such a geographic area, it's just inpossible to check

every job going on sinmultaneously while the operation

Is going on. | guess, that's --
Well, | guess, | nean, | spend a lot of time up in the
woods hi king, and | wouldn't have any idea how -- wal k
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by a job and determ ne whether it was in conpliance
wWth a sustainability contract or not.

(D Elia) Yes.

So, | think relying on the public is alittle bit of a
stretch, but --

(D Eia) Wll, okay. Then, of course, there's the --
what are we tal king about as far as "sustainability"?
Is "sustainability", you know, over-cutting? 1Is it,
you know, - -

But, excuse ne, | wasn't trying to define, open that
whol e thing up.

(D Elia) Ckay.

There are specific terns and conditions in the Site
Eval uati on Conmttee conditions that were granted.

And, I"'mjust trying to figure out who is going to be
responsi ble for making sure that those terns were
conplied with?

(DEia) Wll, what we'll do is the best we can -- |
guess, to narrow it down, as -- we wll be keeping
track on where the wood is comng from who the
operator is, and where their location is. So, that's a
given. Fromthere, you know, it's -- so, we're going
to be, RCT, as the people that are purchasing the wood,

and transferring that wood into Laidlaw facilities,
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wll be ultimately responsible and will be nonitoring
this stuff.

Al right. Thank you. | had a couple of other
questions as well. This has to do with -- sonmewhat to

do with scheduling, and the inpact of the various

t hi ngs that have changed now since the last tine the
Conmmittee nmet on this. And, again, this could be for
whoever on the Conmittee -- on the panel is best
qualified to answer it.

There was a statenent made that they
were | ooking for a "June construction | oan closing”.
But there's also a condition in the -- | think it was
-- it's in the revised Purchase Power Agreenent, and it
was also in the original one, | believe, that says that
"Public Service is requiring a non-appeal abl e PUC
deci sion."

Now, just wal ki ng through the process,
there's been a request for rehearing filed wth the
PUC, which there's another tine frane, | believe it's
up to 30 days for the PUC to respond to that. Then,
once that decision is nmade, let's assune it was nmade in
a way that Berlin Laidlaw would like, let's just say
that the request for rehearing was denied. Then,

there's, | believe, another 30 days where those
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Applicants could then -- or, they're not the
"Applicants", but the people that filed for the
rehearing could appeal to the Suprene Court. And, |
woul dn't even hazard a guess when the Suprene Court
woul d respond, even if they responded, again, with a
decision that was in the Applicant's best interest, it
would -- | would think it would be at |east a few
nont hs before that happens. So, we're | ooking at the
possi bility of not seeing this "non-appeal abl e PUC

deci sion" for maybe four to five nonths from now, and
it's probably somewhat optimstic. Wuld you stil
anticipate a June construction loan closing if that
clause in the Purchase Power Agreenent hadn't been net?
(Eastwi ck) W have, you know, been working with all of
the different financing parties targeting a June cl ose.
It would be difficult to close with an appeal
outstanding. So, we are adjusting the tinetable
accordingly to accommpdat e t hose vari ous deci si ons.
Ckay. And, again, going along with the schedul e i dea,
the ARRA 1603 I nvestnent Tax G ant has been extended

t hrough the end of this year. Even with the del ays
that we just tal ked about, do you still anticipate that
you'd be able to neet whatever mlestone is required in

cal endar year 2011 to be eligible for the Investnent
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Tax Grant?

(Eastwi ck) Yes. There are two ways of becom ng
eligible for that tax grant or that cash grant. And,
we already nmet one of them which is at |east 5 percent
of the anticipated cost of the Project has already been
spent. So, based on our advisors, and based on our
accounting, we've already net that eligibility.

So, just so | understand that, let's just say the
appeal s process was a |little nore protracted, and you
didn't get this non-appeal abl e deci sion until

January 15th of next year, you' ve already qualified for
the IT -- the Investnent Tax Grants by virtue of the
noney you' ve spent to date?

(Eastwick) W are eligible, yes.

kay. Okay, that hel ps. Again, anybody can answer
this. Have -- | don't believe you' ve received a
capacity supply obligation through the Forward Capacity
Auction as of yet?

(Kusche) Actually, yes, we have.

Ckay.

(Kusche) W participated in Forward Capacity Auction
Nunmber 4, | believe it was, which is for the capacity
year June 1, 2013 through May 31st, 2014. And, we

received a capacity obligation of I want to say
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58 negawatts.
Ckay. Do you -- then, safe to assune, you think it
wi |l be operational by June 1st, 20137
(Kusche) We're | ooking at approximtely a 27-nonth
construction period. So, you know, we'll have to, of

course, at this point it's a bit of a noving target.
But, even with that being said, if we're not, there are
nmechani sns in the Forward Capacity Market to deal with
t he contingencies --

kay.

(Kusche) -- that a plant hasn't beconme commercial by
that date. And, we're fully aware of those, and we'll
be doi ng what we need to.

Ckay. There was a coupl e other questions now on the
Gorham m || reopening. There was al ready sone previous
di scussion on this earlier. Going back and | ooking, it
appears that a lot of the testinony that we got in the
earlier hearings on the availability of wood, a | ot of
It was based on the fact that, because there had been
mll closings, that that wood that was previously being
consunmed in the mlls would, you know, now not be
consunmed, so it would be available for other uses. But
| heard this norning that you're saying that Laidl aw or

t he Laidlaw Berlin would have no effect on the
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reopening of the Gorhammll, and | guess subsequently
you coul d say the reopening of the Gorhamm ||l would
have no effect on Laidlaw Berlin. |f someone could
comrent on that a little bit? Are we saying that there
is sufficient wood around, so that, even though both of
these entities are going to increase the demand for
wood products, that they won't be in conpetition for
either the sanme product or there's just enough around
so it doesn't make any difference?

(D Elia) The wood product that the Gorhamm Il wll be
| ooking for is a finished product. Meaning that it's
been taken fromthe roundwood stage, and the roundwood
has been chi pped, and then run through a di gester and
made into what they call a "Kraft”, something that is
then thrown into sort of a mxture to nake the final
end product. Now, you have various pulp mlls

t hr oughout New Engl and that are generating that stuff,
for their own consunption on-site, as well as to sel
to other paper mlls. [It's very -- you know, peopl e,
these mlls change. As well as other facilities

t hr oughout the country, and, in fact, other facilities
t hroughout the world. It's a commpdity that's out
there that paper mlls buy on the open narket.

So, it's a stretch to say that the
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Laidlaw plant will have a direct effect on the cost of
pulp into the Gorhamfacility. Just because what the
Gorhamis using is a -- it's a nmuch nore refined
product that they could buy on the open market.

Okay. Well, that answers ny question. Thank you.
(Kusche) May I -- | just want to add on a little bit to
that to clarify, you know, to take the viewa little
bit higher. The Berlin facility, which we're
renovating -- we're rebuilding, was the pulp mll that
supplied the pulp to the Gorham M I through a
pipeline, a two-mle pipeline. That pulp mll in
Berlin has been dismantled, as you know. So, there is
no raw material that's coming fromthe Berlin area to
make pulp for the Gorhamfacility. The Gorhamfacility
now has to buy pulp that's nade sonewhere el se. So,
that's why we're saying there's no direct conpetition
for raw material in Berlin with the Gorhamm I,
because they sinply don't -- they don't take any raw
material at the Gorhammll.

Ckay. And, the market seens like it's big enough for

t hat process, whatever you call it, --

(D Elia) R ght.

-- so that the Laidlaw consum ng wood in the area won't

have nuch an effect on it?
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(D Elia) No.

Ckay. Wiile we're on that topic, originally there was
sone tal k about getting -- or, having the Laidl aw
Project supply | believe it was hot water to the Gorham
mll. Now, with the Gorhamm || com ng back, is that
sonet hing you antici pate | ooking at?

(Kusche) Yes. Absolutely.

Ckay. The new conpany that's being brought in now,
called -- | think it was called "Delta", are they going
to be -- do they have the day-to-day operations of the
pl ant ?

(Kusche) Delta Power Services?

Yes.

(Kusche) Yes.

So, they will have the authority to run the plant as
necessary, to shut it down, start it up, to nake

mai nt enance deci sions and so forth?

(Kusche) Yes.

Ckay. And, who's going to be responsible for the

bi dding for the facility? By that, | nmean the
day-ahead and real -tinme energy bids, as well as future
bids into the Forward Capacity Market?

(Kusche) Public Service of New Hanpshire.

Ckay. That will be part of there --
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A (Kusche) Yes.

Q -- through the Purchase Power Agreenent?

(Multiple parties speaking at the sane
tinme.)
MR HARRI NGTON: Onh, I'msorry.

BY THE W TNESS:

A (Kusche) Yes, they are, and forgive ne if | get the
termwong, the "lead participant”.

BY MR HARRI NGTON:

Q kay.

A (Kusche) So, that will be their responsibility.

Q And, this is ny final question here, Mchael Bartoszek,
| believe |I've pronounced that nore or |l ess correct, he
made a statenent sonething to the effect that "I'mthe
CEO of the Applicant and the buck stops here." So,
with himgone, | just want to nmake cl ear, where does
t he buck stop now?

A (Kusche) The buck stops with Cate Street Capital. And,
It will -- you can go up the chain of command at Cate
Street Capital. Theoretically, I wll be the contact
person at Cate Street Capital or Chuck G ecco, the
current Project Manager for the Project. And,
ultimately, it will go up to the seni or managenent of

Cate Street Capital.
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MR HARRI NGTON: Ckay. Thank you.
That's all the questions | have, M. Chairnan.
CHAI RMAN BURACK: Director Scott.
DR SCOIT: Good afternoon.
M. DEia, | have hopefully a quick question for you.
BY DIR SCOIT:
Q On Page 4 of your prefiled testinony, you outline a
little bit on the bottom about the Fuel Supply
Agr eenent between RCT and Lai dlaw, and you nention two

changes. One is the 45-day storage buffer, if you

will, for nud season, and that seens kind of
sel f-explanatory to ne. | was hoping -- and | can see
how t hat woul d be beneficial. | was hoping you could

explain a little bit nore the change between the
"stunpage col | ateral package" being replaced with a
"performance bond requirenent”. \Wat that was? And,
why is that beneficial.

MR NEEDLEMAN: 1'Ill just suggest that
maybe Ray answer that, because Ross was not privy to the
original contract.

DIR SCOIT: GCkay. That's fine with ne.
Thank you.

BY THE W TNESS:
A (Kusche) The security for the Wod Supply Agreenent
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with RCT is being provided through a $5 nmillion
performance bond. That contrasts with the security

t hat was avail abl e t hrough Cousi neau, which was a

pl edge of stunpage on | believe it was 11, 000 or

15, 000 acres whi ch Cousi neau owns. Both Cate Street
Capital and our lenders feel that a perfornmance bond is
far superior to a pledge of stunpage, as collateral, as

security for performance.

BY DIR SCOIT:

Q

So, could you help ne out. Wat is a "perfornance
bond" in this context?

(Kusche) Oh. Wwell, I'll let -- do you want to answer

t hat ?

(Eastw ck) Go ahead.

(Kusche) well, "performance bond" sinply nmeans that we
have an instrument to go to if there is a breach of the
contract -- a performance breach of the contract. |It's
a-- and, I'"'mnot a financial person, so | may get this
wong. But, froma |laynman's perspective, it is funds
that are avail able to conpensate the counterparty, us
in that, for breach of contract or failure to perform
So, for instance, if we were then required to go out
and purchase our own wood to nake up for a perfornmance

shortfall from RCT, we could use the perfornmance bond
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funds to pay that difference.
DIR SCOIT: Thank you.
CHAI RVAN BURACK: Ot her questions for
the parties? Conm ssioner |gnatius.
CVBR. | GNATIUS: Thank you, M.

Chai r man. Good aft ernoon.

BY CMSR. | GNATI US:

Q

M. Eastw ck, could you turn to Exhibit 5 in the
packet. Do you have that with you?
(Eastwi ck) Yes.
Thank you. |It's a corporate structure graphic. And,
It doesn't contain confidential information, and | know
M. Roth has a version of this that's marked
"confidential". But we're just |ooking at the one
that's not confidential.
CHAI RMAN BURACK: Just to be clear,
actually, Counsel for the Public's Exhibit 5 is not a
confidential docunent. That's --
MR, NEEDLEMAN: Correct.
CHAI RMAN BURACK: That's correct.
MR, ROTH  And, they have the
unfortunate coi nci dence of both being called "Exhibit 5".
CVSR. | GNATIUS: N cely done.
CHAI RMAN BURACK: There are different
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titles on those two docunents, and there are sone
di fferences between them

CVBR. | GNATIUS: Thank you. Probably
ei ther one would work. But the sinpler one is the one

that was attached to the Petition.

BY CMSR. | GNATI US:

Q

And, I'd like to ask you about the role of Burgess

Bi oPower, which is described in your testinony as being
the "Operational Manager of the Project”, and yet M.
Kusche's testinony tal ks about "Delta Power being the
operator". So, would you explain how those two things,
what each of them does to your understandi ng and hel p
clarify their roles please?

(Eastwi ck) Burgess Bi oPower has a right-of-use
agreenent fromBerlin Station and is the site | essee.
And, the right-of-use agreenent is the nechani sm by
which all of the contractual relationships that Berlin
Station has are avail able to Burgess Bi oPower. So, the
Delta Power agreenent is with Berlin Station. But we
have set up a |l essor/l essee relationship, nostly
because that is a requirenent of our NMIC all ocatees to
operate the plant.

So, in your testinony where you say that Burgess is a

"Manager for Berlin Station", | take it that doesn't
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nmean t he day-to-day managenent role? It's really
sonething that is for organi zati onal purposes for the
New Market Tax Credit requirenents?

(Eastwick) Yes. That's correct.

So, if we were to ask who the operator of the facility
w il be once it has gone into comrercial operation,
what woul d the answer be?

(Eastwi ck) Burgess Bi oPower, by neans of the

ri ght - of -use agreenent.

But Burgess doesn't have a contractual relationship
with Delta Power, does it?

(Eastwi ck) No, it does not.

So, how do you get authority between Burgess Bi oPower
and Del ta?

(Eastwi ck) By neans of the right-of-use agreenent
between Berlin Station and Burgess Bi oPower. So, al
of the contractual arrangenents at Berlin Station are
avai |l abl e to Burgess Bi oPower through the right-of-use
agreenent, and through the | ease.

And, is Burgess Power -- BioPower essentially another
subsidiary of Cate Street Capital ?

(Eastw ck) The ownership structure of Burgess Bi oPower
is ultinately at NewCo Energy, which is Cate Street

Capital, and our investors have ownership in that.
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Have the New Market Tax Credit, the people, | don't
even know what to refer to them as, the ones who have
told you that you need to restructure to be in
conpliance with their standards, have they reviewed the
structure and found it acceptable?

(Eastwi ck) Yes, they have.

Wl there be any difficulty in people in Berlin and

el sewhere knowi ng who to go to if they have concerns
about operational problens at the facility?

(Eastwick) No. As M. Kusche testified, Cate Street
Capital and our direct project nmanagers and seni or
managenent are responsi bl e.

And, it sounds as though both M. Grecco and M. Kusche
are being described as "Project Managers". Wat's your
under st andi ng of the Project Manager of the facility?
(Eastwick) M. Gecco, on the Advisory Board, and
overseeing all of the project managenent, is ultinately
responsi bl e.

Wiy is the Aware, and |'ve forgotten the formal nane of
It, the "Aware Fundi ng”, whatever the formal title was,
why are they now out of the structure?

(Eastwick) We've tried to structure our -- we've tried
to design the corporate structure to neet a nunber of

different needs. And, Aware didn't really fit into
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t hat new corporate structure that needs to be created
to neet all of those needs.

Can you explain that a little further?

(Eastwi ck) Well, we have really one entity that has
ownership in the Project through the organizati onal
structure, which is NewCo Energy. So, rather than
have, you know, additional |ayers of corporate
structure, this was the sinplest way to do it, is to
have just the ownership at NewCo Energy, LLC.

| know that you have adopted the testinmony of M.
Muell er. And, is that because he has retired?
(Eastwick) He is no |longer part of the active
managenent of Cate Street.

Wiy is that?

(Eastwi ck) He decided to pursue other interests as a
manager of Cate Street.

|"msorry, you lost ne on that one. He's still with
Cate Street, but in a different role?

(Eastwi ck) Well, he has been and continues to be an
I nvestor, but is no |longer part of the active
managenment team of Cate Street Capital, Inc.

| know, fromhis prefiled testinony, that he has
descri bed 27 years of experience with Accenture and, in

particul ar, sone energy generation experience. Do you
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have energy experience in your own personal background?
(Eastwi ck) | have spent ny career financing different
proj ects and busi nesses across a nunber of different

I ndustries, sone of which have been energy. But that's
not been the primary industry. And, frankly, | haven't
had a primary industry in which |I've focused this
financing activity in ny career.

And, the experience you have had having to do with
energy, did it have anything to do with bi onass
operations?

(Eastwi ck) No.

What w || your ongoing role be? | guess |I'mgetting at
the difference -- you're the one testifying, and yet it
sounds like M. Gecco is the one who is going to be
nore predom nantly involved, and M. Kusche is now an
enpl oyee of Cate Street and will be very involved. So,
how do we end up with you as the one testifying?
(Eastwi ck) Since part of this proceedi ng was around the
organi zational structure, |'ve been very involved in
that, as it's relating particularly to the
financeability and the financing structures, and
getting our investors and our |enders confortable with
what we're doing here. So, we decided | was the best

person to answer those types of questions.
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Q M. Kusche, a couple of questions. The description of
Delta Power, which you testified to in your prefiled
testinmony and this norning, is that, the explanation
M. Eastw ck gave, does that neet your understandi ng of
who the manager fromthe operational point of view wll
be and the rel ationship between Delta and Burgess

Bi oPower ?

A (Kusche) Yes. | don't think they're inconsistent. |

nmean, it's kind of, in a way, semantics. The
"manager", which is a termfor corporate structure, is
sonething that M. Eastwick was referring to as to the
corporate structure and who the nanager is.

When we're tal ki ng about the operations
and nmai nt enance contract, and the entity that's going
to be perform ng those functions, that will be Delta
Power Services, under a contract, with very specific
duties and responsibilities, and reporting
requi renents, and conditions, requirenents that they
neet and conply with all the terns and conditions of
the Certificate. And, so, | don't think that there's
any -- there shouldn't be any confusion about the role
of Delta Power Services in perform ng the day-to-day,
year-to-year operations at the facility, enploying the

personnel, conplying with all the terns and conditions
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of the Certificate, all the environnmental conpliance
and reporting, everything, soup-to-nuts with regard to
the Project, and reporting to the owner.

That's very distinct fromthe corporate
structure and who the nmanager of sone of these entities
I's designated to be. So, there's no overlap. And,

t here shoul d be no confusi on.

Thank you. Delta Power, in your testinony and in the
materials that were attached to the Petition, shows
experience with one biomass plant, isn't that correct?
(Kusche) That's correct. The Cadillac plant.

And, do you know how | ong that's been in operation?
(Kusche) | don't believe it's an '80s vintage pl ant,
but I don't know the exact. | don't know how long it's
been operating.

Do you know anyt hi ng about its perfornmance over those
years?

(Kusche) Not the detail. As | nentioned, and maybe |
shoul d el aborate a little bit, we actually spoke to
Delta Power Services through Delta -- or, through B&W
as long as three years ago. They expressed an interest
i n having the operating contract for this Project.

They were anong a nunber of different entities that

have expressed an interest in operating the plant.
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And, in our opinion, and in the opinion of our |enders,
you know, Delta Power Services, alone and with the
backi ng of B&W and their decades of experience in both
bui | di ng bi omass pl ants and operating bi omass pl ants,
we feel is, you know, perfectly qualified and has the
requi red resuné of experience to operate solid fuel

pl ants, including biomss plants. Delta Power Services
Is the fourth | argest conpany of its kind in the U S.
provi di ng these services. So, we have total

confidence, as do our lenders, in their ability to
operate and manage this facility.

Well, you recall in the hearings |ast summer for this
Project, there was an awful | ot of discussion about the
experi ence of the Honel and Renewabl e fol ks and

M. Strickler regarding their day-to-day nanagenent and
success records with biomass facilities. Do you
remenber that?

(Kusche) Unh-huh. | do.

| guess, to go fromthat, to there's one 40-negawatt
plant, and we don't know how it's done, but the | enders
are confortable with it, doesn't seem|ike as thorough
an answer as | mght have hoped. You have anything

el se you can add to that?

(Kusche) Well, Honel and -- Honel and renewabl e has one

{SEC 2011-01} [Day 1 - Morning Session only] {05-18-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS PANEL: Eastwick~Kusche~D'Elia]

107

operating plant in the US. It is a biomss and
poultry litter plant in the Mdwest. They also I think
constructed two simlar plants in England, which I'm
not sure if they still operate or not. So, conparing
Delta Power Services to Honel and, you know, | don't see
how Delta Power Services in any way falls short in that
conparison. There are 80 sone odd bionass plants in
the U S. operating, as far as | know, many of them are
i n New Engl and. | have had experience operating these
plants. And, there is no one firmin the U S. that
specializes in operating biomss plants. Very often
they're done on a one-off basis, as | was involved in
at Geenville. They are not nuclear plants. They are
very simlar to, operating a biomass plant, to
operating any kind of power plant, other than the fuel
is alittle bit different. So, we feel very
confortable with Delta Power Services' relationship
wth its parent Conpany, B&W w th decades of
experience in biomss. W've spent a |ot of tine

di scussing both the contract performance, the peopl e,

| earni ng nore about the people, |earning about their
reputation in the industry, and feel very confortable
with our selection.

The i nterconnection agreenent -- |I'msorry, the
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I nt erconnection study that you now updated us on from
the SO has that given rise to any change in what the
expected interconnection is and what you testified to
that was on Page 6 of your prefiled testinony?

(Kusche) Can you repeat the question?

Sure. On Page 6 of your testinony, you said "well, we
still don't have the final arrangenents for

I nt erconnecti on, but what we've been expecting or" --
and there are three bullet points of the |ocations of

I nterconnection that you anticipate. And, then, today,
you descri bed getting nore thorough -- or, I'msorry,
getting close to a final interconnection study fromthe
| SO And, wondered if, because of that, there was any
change to what you expect the interconnection

requi renents to be?

(Kusche) Oh.

Either | ocation or new facilities that m ght be needed?
(Kusche) The answer is "no." The studies -- the study,
al t hough not deened final yet, the only requirenent to
go fromthe Draft Final System Inpact Study to the
Final Inpact Study is for us to accept the study
results, which we've done formally in witing, and for
us to have the mandatory neeting with | SO New Engl and

to discuss the report. And, the results of the report,
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both the steady state and the systeminpact, are that
there are no changes that are going to be required to
ei ther our interconnection requirenents or the
facilities of the transm ssion owners. So,

essentially, nothing additional is required to
accommodate the 9.1 negawatts that we've requested.

You also said in your prefiled at Page 10 that the

I ncrease in output, you recited what isn't changed in a
nunber of different ways, permtting, environnental

| npacts, that sort of thing. And, on Line 18, you said
that the change "will not materially change the size or
appearance of the Project's structures”. And, that's
the only tine there was a qualifying term it said
"materially change", as opposed to just "won't change
it". |Is there sonething that will change, but, in your
view, it isn't a significant change?

(Kusche) No. | nean, the size of the turbine generator
bui l ding, to accommpbdate the snmall increase in the size
of the new steam turbi ne generator, as opposed to a
used one, is inmmterial. There's no requirenent, it's
-- there's no requirenent for a | arger power house.

And, | think that we could probably take the word
"material" out and | would stand by that testinony.

Ckay. And, on the follow ng page, Page 11, you talk
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about sound inpacts fromincreasing output. And, |

just want to nake sure | understand correctly. |Is the
bottomline, in Line 9, that, when you put together the
i ncreased output, as well as sound insulating
characteristics, there will be less than a 0.1 deci bel

I ncrease in sound?

(Kusche) Yes. That's correct. And, that is not, of
course, a direct neasurenent. But the algorithmthat's
used for the sound studies is sinply -- it's based upon
the size of the turbine generator. So, going from

70 megawatts to 75 results in a nomnal increase in the
expected use table, it's an algorithm And, so, then,
to do the actual sound studies, we have to then apply

| ayers of insulation, sound insulation for the turbine
and the generator, the turbine generator building, to
get to the boundary of the Project. So, sinply by
virtue of increasing the size, the algorithmis going
to produce an increased decibel. And, what the results
have shown is it's less than a tenth -- is a |less than
a tenth of a decibel increase at the property I|ine.

One other area for you. The fuel agreenent that you
had presented in the hearings |ast sunmer with

Cousi neau, you stated in your testinony you -- "Laidlaw

and Cousi neau", this is at Page 12, "were unable to
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settle on terns”, and thus we have the new Fuel
Suppl i er Agreenent today.
(Kusche) Correct.
| was surprised that their terns were not final, and it
seened to nme it was being presented as it was an al
but executed agreenent, and perhaps | m sunder st ood.
Are we in the sane situation today? Are the terns that
are presented wiwth R chard Carrier Trucking al so
subj ect to negotiation that may change?
(Kusche) Well, let ne answer the first part of that
first. That was not a signed contract w th Cousineau
at the tinme of our prior hearings. And, we were
surprised. But we were asked to nake a price
concession to Cousineau after the hearings, which we
couldn't do. So, that was one of the business terns
t hat had changed. W have a signed contract with
Ri chard Carrier Trucking now. So, the terns of that
contract are not going to change.
Thank you. M. D Elia, just a couple of questions to
you, if that --

CHAI RVAN BURACK:  May | just interrupt

for a nmonent?
CVMBR. | GNATI US:  Yes.
CHAI RMAN BURACK:  How much nore tinme do
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Put yourself in the position of a |logger in the North

Country, who may not currently have a relationship w
your conpany. How do they -- how does soneone |ike
that get into the gane with this Project?

(DEia) Sure. Wll, as soon as the construction

th

begins, we will have to start reaching out to the wood

contractors that are presently there, and as well as
new ones that want to get into the business. W

certainly are going -- it's to the best -- to the

I nterest of the best interests of the Project, Laidlaw,

to have as many | ocal suppliers as possible. So, and,

of course, they will seek us out, as well as, you know,

us finding them You know, just because |'ve been in

procurenent for so long in doing things, you know,

t hese guys wll -- these nen and woman wi Il show up at

your door and say "Hey, listen. Wat's the story? How

do | get involved?" So, | think that will be a
relatively easy transition, as soon as they start
seeing activity, as far as construction and so forth

going on at the Berlin Station.
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And, you don't require loggers you work with to be
excl usively under contract wth you, do you?
(DElia) No. No. Not at all. They will, at the
Laidlaw facility, not just anybody that has a truckl oad
of chips are going to be able just to drive in and say
"I"'mhere, I'"'mgoing to dunp it", and so forth. That's
not going to happen. Just as in our plant in Henniker,
or wherever we buy wood, we have to be notified who the
supplier is and, you know, get that information about
them So, we don't have any exclusive agreenents with
a set nunber of contractors, no.
Who' s responsi ble for educating the suppliers of the
particul ar requirenents that you' ve agreed to about
sustainability and not using construction debris and
that sort of thing?
(D Eia) Yes. You know, when we go through the
contract and to negotiate the volune that they're going
to be delivering, of course, and, you know, the price
Is and so forth, that wll all be stipulated in there.
Because of the sheer volune, we're just going to have
to go out there and get contracts and start addi ng up
nunbers, and seeing that, you know, until we hit our
totals for that 700,000 tons per year.

CMSR. I GNATIUS: Thank you. Not hing
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further.

CHAI RVAN BURACK: kay. Thank you very
much, Conm ssioner lgnatius. The hour is now
approximately 1:00. | suspect that there will be
addi ti onal questions for the panel before we go into a
nonpublic session here. |'mgoing to suggest, unless
parties feel that this is too nuch tine, that we take 45
m nutes for a lunch break, conme back here at 1:45, at
which time we will resunme with questions fromthe panel in
regul ar session here. And, once we have exhausted those
guestions, we will then have a notion to go into a
nonpublic session to consider those aspects of the
confidential docunents that need to be considered in a
nonpubl i c sessi on.

So, unl ess anybody has anythi ng el se or
any objections or concerns to that, we will now take
approximately a 45-m nute break and be back here at 1:45.

(Wher eupon the Day 1 Morning Session

recessed for lunch at 1:04 p.m The

Day 1 Afternoon Session to resune

under separate cover so designated.)
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